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SENATE.
WepNespay, January 20, 1915,

(Legislative day of Friday, January 15, 1915.)

The Senate reassembled at 11 o'clock a. m., on the expiration
of the recess,
THE MERCHANT MARINE.

The Senate, as in Committee of the Whole, resumed the con-
sideration of the bill (8. 6856) to authorize the United States,
acting through a shipping board, to subscribe to the capital
stock of a corporation to be organized under the laws of the
United States or of a State thereof or of the District of Colum-
bia to purchase, construct, equip, maintain, and operate mer-
chant vessels in the foreign trade of the United States, and for
other purposes.

Mr, BURTON. Mr. President, on yesterday I spoke of the
delay of ships in foreign ports as one reason for the present
cond:tion and also as a ground for increase of rates. In the
minds of some this constitutes the most serious feature of the
condition which now exists. I have received a letter from the
vice president and manager of the International Mercantile
Marine Co. which is so apposite to this subject that I will read
it to the Senate:

INTERNATIONAL MERCANTILE MARINE CoO.,
OFFICE OF THE VICE PRESIDENT,
No. 9 Broadwway, New York, January 19, 1915,
Hon. T. E. BURTON, 1
United States Senate, Washington, D, C.

My Dear SExaToR: Your favor of the 18th instant received, and I
expect to write you to-morrow giving the information which you desire
regarding the Liverpool Cotton Exchange.

The sﬁlpping gituation to-day ls very seriously com?icate{] by the
terrible congestion which exists in ocean traffic at all the principal
European ports, including London, Live 1, Genoa, and Havre, and
the result is that steamers ate being delayed many weeks In port
there instead of being dispatched in not over ome week, so that you
will readily understand it takes many more steamers to do the same
work than under normal conditions.

In the case of our London service, we have 10 steamers to-day doing
the work of 5 in ordinary times, and the cost of operation is therefore
tremendously increased, without any proportionate advantage to either
the shipper or shipowner.

The facilities of the ports are being taxed to their very utmost, and
I can see no reason to hope that conditions will materially change as
long as the war lasts, as labor of all kinds is very scarce in Europe
on account of the drain of the war.

Meanwhile steamers are being detdined at Havre and London for
slx weeks, and longer in many cases, and the whole situation is causing
us the most grave concern.

Yours, very truly, P. A, 8, FRANKLIN.

There is a reference in the letter to the resolution or other
action taken by the Liverpool Cotton Exchange about which,
when I receive more complete information, I shall again address
the Senate. I think this is one serious factor in the cotton situ-
ation. As I understand, at the very beginning of the war the
Liverpool Cotton Exchange decided not to make any further pur-
chases. As this is one of the principal sources of the demand
for this staple, such action must have inevitably caused a de-
creased demand and a lowering of the price.

I have already taken up in the list of questions the first five.
They are given on pages 1863 and 1864 of the Recorp of Mon-
day’s proceedings. I now take up question No. 6:

“ 6. Will it be the policy to operate the boats on a profit o
no-profit basis? If on a no-profit basis, will it not drive
American shipping off the routes invaded? If on a profit basjs,
can you demonstrate on what routes and by what economic sfv-
ing this can be accomplished to better advantage than by privhte
ghipping? "

In a way this question is the most vital of all. What is in-
tended? How are we to know about this? How is the count
to know? Will these boats be purchased and operated ata g
loss, or will they be operated in the same manner in which pri-
vate enterprises are conducted? It goes without saying that if
they are operated at a loss this bill is merely an indirect means
of providing a subsidy to some, and a subsidy which will not be
of general benefit to the people at large, for no such line could
carry more than a comparatively insignificant fraction of the
exports of the United States. This can not be too clearly under-
stood. These boats acquired by the Government would not carry
more than a twentieth of the foreign trade of the United States.
If it is the policy to carry this proportion of exports or imports
at a loss, some special interest or locality will gain the benefit.

I wish to call attention again to the incongruous, the awk-
ward, the unprecedented method that this bill proposes for en-
tering into the shipping business. The Government of the United
States does not buy these boats direct. There is the device of a
corporation. That corporation is to be organized under the laws
of any State -of the Union or of the District of Columbia or
under the Federal law. As was pointed out by the Senator from
Minnesota [0Mr. NELsoN] yesterday, there is no Federal law of
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a general nature under which there could be an incorporation,
I suppose we might enact a special statute which would au-
thorize the incorporation of a shipping company. That is a
very unusual thing to do, but it might be done.

Now, let us examine the other provisions of the bill. Fifty-
one per cent of the capital stock is to be subseribed by the
Government of the United States; 49 per cent by private sub-
scribers, if they will take it.

Mr, NELSON. Mry. President—

The VICE PRESIDENT. Does the Senator from Ohio yield
to the Senator from Minnesota?

Mr. BURTON. I do.

Mr., NELSON. I think the Senafor is in error. He stated
that these vessels would be purchased by the corporation.

Mr. BURTON. I perhaps should not have said that. They
are to be operated by the corporation. They are to be purchased
and turned over to the corporation.

Mr. NELSON. In the substitute which will be pressed here
the very first line reads as follows:

That the President is hereby authorized to acquire, by purchase or
construction,

It is the President himself, not even the board that is pro-
:{ided for in the bill, not the corporation but simply the Iresi-

ent.

Mr. BURTON. That is correct. Eventually, however, they
are to be turned over to the corporation for operation.

It is improbable that any considerable private subseriptions
will be made. There will be such doubt as to cause hesitancy
in this regard. But it is a corporation, like any of the corpora-
tions of the country, which is expected to conduct this business
and operate these ships. At least, caleulations should be made
of what would happen in case there should be private sub-
scribers. Possibly some might subscribe for a sinister purpose.
Others might subscribe in order that they might have an oppor-
tunity to control the operations. Others possibly might sub-
scribe in the hope that it will be profitable.

Mr. NELSON. Mr. President——

The VICE PRESIDENT. Does the Senator from Ohio yield
further to the Senator from Minnesota?

Mr. BURTON. 1 do.

Mr. NELSON. Has the Senator any idea hat anyone will
subscribe outside of the Government for this stock?

Mr. BURTON. I think they may. Even though they do
not subscribe from the ordinary motives which actuate in-
yvestors,

Mr. NELSON. Necessarily there will have to be enough sub-
scribers to qualify the directors under the State law or under
whichever law the corporation is incorporated. The directors
and officers will probably have to own some stock to be quali-
fied.

Mr. BURTON. = Even those who are acting in the interest of
the Government will have to acquire stock.

Mr. NELSON. Onutside of that, does the Senator belieye
that anyone else will subscribe for the stock?

r. BURTON. As I have said, I think they may for a sinis-
er motive, if for no other.

Mr, KENYON. Could there be any other purpose than a
sinister one? Here is 51 per cent of stock which represents
a proposition of not making money. The 49 per cert would
represent the proposition of making money, and who wonld
subseribe for stock where a majority of the stock represented
a proposition of not making money, but merely :or the public
interest? I think the Senator from Minnesota [Mr. NErsox] is
right; there would not be anyone who would subseribe unless
it should be for a sinister purpose. But what would be the
sinister purpose?

Mr. BURTON. I am coming to that in a minute. Of course,
if“they were actuated by the ordinary motives which induce
persons.to subscribe to the stock of corporations we would not
expect that a dollar of the 49 per cent would be taken except
under this very absurd and incongruous condition, which would
make it necessary for those who represent the Governmeaf to
subseribe to a part of the 49 per cent.

Mr. KENYON. Had we not as well face the proposition and
take all the stock?

Mr. BURTON. So far as the financial backing is concerned.

Mr. KENYON. That is the practical question.

Mr, BURTON. Under the incorporation laws of all the
States there are two classes of corporations recognized; corpo-
rations for profit and corporations not for profit. The former
class includes the ordinary business corporation which is or-
ganized in order to provide Iarger ecapital and secure the

superior advantages which naturally belong to an incorporated
company as compared with an individual or partnership,
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Corporations not for profit are formed for a variety of pur-
poses, benevolent, educational, and the like. In my own State,
/ and I think in many others, the directors of cornorations not
/ for profit are personally liable for debts, but I take it this
corporation would necessarily be classed as a corporation for
profit.

Now, in answer to the question of the Senator from Iowa
[Mr. Kexyox], let me eall his attention to what might happen—
and, in fact, has happened—under the form of incorporation in
vogue in the States. A few persons—possibly for the sake of

| defeating the very objects of this bill—would take stock. They
{ might subseribe in such a way that no one could foresee their
| motives; but they would be stockholders. They would be en-
titled to representation on the beard of directors. I think the
Government of the United States would be the very last or-
ganization to deny to minority stockholders representation on
the board of directors. That might be very well in some big
trust or monopoly, but it would not do for the United States.
The corporation would begin to do business with one or more
minority directors. It might decide upon purchasing a-boat at
a very high price or upon contracting for the construection of a
boat at an enormous figure; then the minority director might
4 protest and say: “This is a wasteful method.” Suppose we
pass over that contingency, however, on the ground that this
bill is intended to meet an emergency. The corporation begins
to do business, and shippers say: *““What did you organize
this corporation for? Was it not to give us cheaper rates?” Sup-
pose cheaper rates are fixed from the ports of the United States
to foreign countries than the prevailing rates in the shipping
market and that such rates were unprofitable. What would
then happen? Immediately the minority directors or the minor-
ity stockholders go into the courts and say: “We object to
this methed of procedure, This corporation is not established
/ for altruistic purposes; it was established as a business en-
terprise. As minority stockholders we are entitled to a reason-
able profit on our investment. Though our holdings be small,

you can not confiscate our property.”

If that proposition were to be taken into the courts, it is not
difficult to see what the result would be. The courts ever
guard with the utmost sacredness the rights of the minority.
Suppose some district attorney comes in and says, “ Oh, these
subscribers came here as trouble makers. They did not come in
good faith.” In the first place, it would be very difficult to
prove that fact. Again, it might not be true. - There is a great
variety of motives which lead men to make investments. Noth-
ing is more manifest from an examination of investments than

"y that some persons invest without consideration. As Mr. Bagehot

says in explaining the cause of a crisis, “a great many stupid
people have a great deal of stupid money,” and the glamor
which pertains to a Government corporation might lead a con-
siderable number of investors to place their money in the ven-
ture.

Now, I should like to have an explanation from some one de-
fending this bill how a court would rule in such a case. Would
the corporation answer, “We are running this corporation
not for the benefit of the stockholders, not in the ordinary way
in which corporations are managed, but with a view to accom-
plishing a broad general purpose in the lowering of freight rate:
on transoceanic traffie” ?

Why, Mr. President, that answer would not hold. The con.
clusive reply to such a position would be, *“ If you are enterin
the shipping business for the purpose of lowering freight rate
why does not the Government do it directly with its own mone;
and with its own agencies? They are abundant for the pur
pose.”

Mr. KENYON. Mr. President—

The VICE PRESIDENT. Does the Senator from Ohio yield
to the Senator from Iowa?

Mr. BURTON. Certainly.

Mr, KENYON. The Senator from Ohio has answered my
question and has confirmed the thought that was in my mind.
This scheme of having the public buy any of this stock while
the Government is to control 51 per cent of it is an utterly non-
/ practical scheme.

Mr. BURTON. Yes.

/ Mr. KENYON. And, as the Senator suggests, nobody would

buy any of this stock except for some ulterior purpose. If

they did, they would be candidates for the insane asylum, I
\ should think, or should have a guardian appointed. Now, what
\ ought to be done, if anything is done? Is it not true that the
X Government ought to take hold of it, and not by subterfuge,
\\such as is contained in this bill, try to deceive the public into

f

the impression that they are to have an opportunity to buy
something that is worth something, when in fact it is not?

. Mr. BURTON. Yes.
-

Mr. KENYON. The fault I find with this section is that it
is in the nature of a subterfuge. It is not frank when we come
to analyze it. T should like to see the Government take hold
of the matter and control it entirely. Of course, I know the
Senator from Ohio, and I do not agree on that proposition. But,
so far as that paragraph is concerned, we might agree that that
would be the only way that it could be done, and that this para-
graph is not at all feasible.

Mr, BURTON. As the Senator from Towa has suggested, this
is In reality a subterfuge. It is proposing that nearly half of
the stock of this corporation may be open to subsecription by
citizens of the United States; and yet, if I can interpret what
is in the minds of the advocates of this bill, it is an invitation
to them to throw away their money, saying to them, “The Gov-
ernment, rich as it is, wants to go into a venture that will
surely be a losing one; but we only wish to bear 51 per cent of
the loss. We wish the good people who have the money to bear
the rest of it, and thereby perhaps lose all that they have.”

Mr. BRISTOW. Mr. President——

The VICE PRESIDENT. Does the Senator from Ohio yield
to the Senator from Kansas?

Mr, BURTON. Certainly.

Mr. BRISTOW. Let me inquire of the Senator from Ohio
if the Government did not find it desirable to purchase the out-
standing shares of the stock of the Panama Railroad Co., so as
to get complete control of that corporation, finding that a minor-
ity stockholder would be embarrassing to the Government in the
operation of the corporation and really a menace to its proper
administration?

Mr. BURTON. Certainly; that was a transaction of that
character. )

I want here to call attention to a fact suggested by the ques-
tion of the Senator from Kansas. Under this bill you are seek-
ing to create a condition which the Government in its manage-
ment of that corporation sought to terminate; that is, in this
bill you are reaching out for private subscribers, while in the
practical management of the Panama Railroad the effort of the
Government, after a trial, was to do away with private sub-
seribers, It would be to utterly ignore the lesson taught in the
management of that corporation. Of course, it is the general
impression that private individuals will not subscribe to the
stock, but T do not know whether that will prove entirely true.

Is it best, even so, to leave the management of this corpora-
tion entirely to a system of bureaucracy? Would it not be
better to have an infusion of private ownership as a check npon
wasteful or extravagant management? The proposition is one
that is startling in the extreme. It is a proposition to give to
the executive department of the Government the right not only
to subscribe $10,000,000 of stock to be paid from the Treasury
of the United States, 51 per cent in the first instance and 49
per cent additional if the private subseribers do not take it,
but that is not the end of it. The Government can go on until
‘the subscriptions aggregate twenty millions, forty millions, one
hundred millions, or any other amount, until the day when Con-
gress should raise its hand and say, “This whole project is
wrong, and we will repeal the law.” :

Suppose, on the other hand, this enterprise is to be con-
ducted on a profit basis, as corporations are expected to be
operated. To what conclusion will that bring us? In the first
place, you will be putting in control of this corporation men
either without any experience at all or men of far less experi-
ence in the business than those now engaged in it. You will
be introdueing into the freight trade across the ocean men who
have no affiliations with shippers, men who have not the eapa-
bility or the opportunity to obtain frelght charters as those
have who are already engaged in this occupation.

Still further, as I suggested a day or two ago, the mere
running of ships does not constitute freight traffic. It is neces-
sary to have wharves and warehouses and terminals where the
eight can be loaded and unloaded. When ships have been
urchased and the line started there Immediately arises a neces-
for the accessories of the shipping business, and oftentimes
y are not only an important part, but the most important
patt of the business, J 2
e proposed shipping board would also be confronted with
ndition that Government management always costs more
than\does private management. I ask the proponents of this
measture what would be the advantage over privately owned
You can search far and wide and find no advantages,
but manifold disadvantages. y

Mr. NELSON. Mr. President, I desire to ask the Senator
from Ohio a question. I find, on examining the corporation
laws of the various States and of the District of Columbia, that
they all contemplate that a corporation must be formed by per-

sons. They say such and such persons may form & covporation.
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Does the Senator from Ohio believe that under such laws one
government can step into the jurisdiction of another govern-
ment and organize a corporation? Instead of individual effort,
is not this a corporation to be formed by the Government of
the United States under the laws of a State? Does the Senator
know of any instance where that has been done, where one

_ government has sought to create a corporation under the laws
of another government?

Mr. BURTON. Such as the United States going into the State
of Pennsylvania and forming a corporation, or the Stste_of
Pennsylvania going into the State of New Jersey and forming
a corporation?

Mr. NELSON. As individuals we will assume that the Sen-
ator and I and other Members of this body could, provided we
were otherwise qualified, go into any State and form a cor-
poration, signing articles of incorporation as individuals. That
is one condition. But here is a case where it is proposed to
have individuals, not in their own right or in their own behalf,
but as representatives of another Government, the Government
of the United States, go into a State and form a corporation,
‘the Government to hold a majority of the stock. Does the Sen-
ator believe that that can be done or that it ought to be done?

Mr, BURTON. It certainly ought not to be done.

Mr, SMITH of Georgia. Mr. President——

Mr. BURTON. I will yield to the Senator in a moment.
The usual method is for a certain number of persons resident

| in a State to sign articles of incorporation.

/ Mr., SMITH of Georgia.

Mr. NELSON. Now, will the Senator allow me further?

Mr. BURTON. In just & moment. Those articles of incor-
poration are filed with the secretary of state or other.oﬂlelal
at the capital of the State. Then the signers of the articles of
incorporation advertise for stock subscriptions. Fancy the
United States Government signing one of those articles.

Mr. NELSON. If the Senator will allow me, the law of the
District of Columbia relating to the incorporation of companies,
in section 605, provides: -

Any three or more persons who desire to form a company for the

| purpose of carrying on any enterprise or business—
| And so forth.

Mr. BURTON. What number of persons is specified?

Mr. NELSON. It says “any three or more persons who
desire to form a company.” Could the Government of the

nited States, under that law, form a corporation?

Mr. BURTON, I think not. In the first place the law does

ot contemplate that the initial steps shall be taken by any
except individuals. In the next place it does not contemplate
that any Government, State or National, desires to enter into

/ any such enterprise or is qualified to do so.
Mr. President, the Senator from
Minnesota [Mr. NeLsoN] has called the Senator's attention to
the very subject to which I was going to call his attention.
' Mr. FLETCHER. Mr. President, does the Senator think
™y there would be any objection io the members composing the
/ shipping board forming such a corporation? That board will
" be made up of three persons residing in the District of Colum-
bia, and why could they not take out articles of incorporation
under the laws of the District of Columbia, the United States
taking 51 per cent of that stock, and such stock being voted
by the members of the shipping board as trustees? Would
there be any objection to that sort of an organization?

Mr. BURTON. Perhaps there would*be no insuperable ob-
jection, Mr. President; but while I have no prejudice against
industrial corporations, I do not think it is an appropriate or
justifiable field of activity for the Federal Government.

Mr. VARDAMAN. Mr. President——

The VICE PRESIDENT. Does the Senator from Ohio yield
to the Senator from Mississippi?

Mr. BURTON. Certainly.

Mr. VARDAMAN. 1 have listened with great interest to the
ver;” exhaustive discussion of this question by the Senator from
Ohio. I should like to have him explain the difference between
the measure under consideration and the system under which
the Panama Railroad and Steamship Line is operated.

Mr. BURTON. I am not sure that I am familiar with the
management of the Panama Railroad and Steamship Line. The
Senator from Kansas [Mr. Brisrow] no doubt can furnish the
information. s

Mr. BRISTOW. Mr. President, all of the stock of the Pan-
ama Railroad Co. is owned by the Government of the United
States. It is held in trust by the Secretary of War for the Gov-
ernment. It is managed by a board of directors, of which the
Secretary of War is the chairman, or formerly was. The board
of directors elect officers, including a general manager, and that
geneiral manager, who is also vice president, attends to the
executive business of the corporation. He charters or pur-

chases ships upon the authorization of the board of directors;
but, as I have said, the Government owns all the stock of the
corporation.

Mr. VARDAMAN. I understand that it is a corporation
organized under the laws of the State of New York.

Mr. BRISTOW. Yes; it is organized under the laws of the
State of New York. Under the law each director must have a
share of stock in his name; so the directors nominally do have
stock, a share being transferred to each of them, which they
hold in trust for the Government. In this way they are quali-
fied under the laws of the State of New York to act as directors.

Mr. BURTON. But, Mr. President, it is desirable to call
attention to the very essential difference between the Govern-
ment’s participation in that transaction and the one proposed
by this bill. The Government proceeded with the construction
of the Panama Canal. In such construction it was necessary
to have a railroad paralleling the proposed canal route, That
railroad was necessary for the carriage of supplies; it wasg
especially required for the carrying away of material exeavated
in the numerous cuts, The Government of the United States
could have built another railway at its own expense as a part
of the means of construeting the Panama Canal, but there was
a railroad already there which it was thought desirable to
acquire.

Mr. VARDAMAN. Mr. President, I understand that the work
contemplated by the shipping bill is very different. The Pan-
ama Ratii'madh and steamx;hips have been operated by the Gov-
ernment for the purpose of carrying out a Gover, jec

Mr. BURTON. Yes. i i

Mr. VARDAMAN. To facilitate the Government's own busi-
ness. Under the shipping bill the Government is to enter upon
an enterprise designed to serve private interests, and, I might
add, an enterprise which is expected to be a losing venture from
the start and the taxpayers to bear the loss,

Mr. BURTON. Certainly.

Mr. VARDAMAN, I see the difference, but if the Govern-
ment can operate the one by means of a corporation organized
under State law, I should like the Senator to explain why it
can not with equal facility operate the other,

Mr. BURTON. I suppose it could do so. 1 question whether
it will appear that the management has compared in efficiency
and economy with that of privately owned lines,

Mr. BRISTOW. Mr. President—— sl

The VICE PRESIDENT. Does the Senator from Ohio yield
to the Senator from Kansas? :

Mr. BURTON. I do.

Mr. BRISTOW. In order that the RECORD may be accurate I
desire to state that when the Government acquired from the
French company the Panama Canal property among the assets
of that company was the Panama Railroad. It had been con-
structed by the old French company for the purpose, of course,
of constructing the canal. The railroad company was among
the assets of the French corporation. The question occurred
to the President at the time this “property was acquired, What
should be done with the railroad? That was one of the ques-
tions which Mr. Roosevelt had to settle.

There were three propositions made, if T am not interrupting
the Senator too far. :

Mr. BURTON. No, indeed.

Mr, BRISTOW. One was that it should be sold to private
interests and that the Government should then employ this
privately controlled, owned, and operated railroad to do the
business which was necessary, supplementing the construction
of the canal. Another proposition was that the Government
should still own it and lease it. The third proposition was that
it should retain it and operate it as the French company had.

Mr. Roosevelt finally determined that it was best to keep
complete control ‘'of the corporation, to acquire all of its stock—
Mr. Taft was then Secretary of War and had control of the
construction of the canal—and operate it in connection with
the construction of the canal, since it was necessary to have
the railroad, and while it was not necessary to have the steam-
ships, it was thought desirable to have the steamships. Then,
in addition to the Government’s own business, which was very
heavy, it was thought advisable to continue to operate it as a
commercial line, so as to keep open during the period of con-
struction the commercial route of transportation by way of
Panama.

So the railroad has Dbeen operated by the Government for
something like 10 years now. and I think with success, There
have been some mistakes made and some things done that I do
not think have been justified. but that has not been the fanlt
of the managers of the corporation, but due to political influ-
ences, which in my opinion originated in Congress, aud not
with the administration of the corporation or the canal,
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Mr. VARDAMAN. Mr. President, I understand the difference
between the work which these companies are designed to per-
form; and in the case of the Panama Canal I very heartily
approve the principle underlying the Government ownership
of the ships and the railroad for the purpose of perfecting a
great Government scheme. It was in no way similar in that
regard, however, fo the measure that is now before the Con-
gress. The Government was simply using its own railroad and
its own ships to dig the canal, which was thought at that time
to be for the benefit of the people of the United States, and to
carry on the work necessary to its completion. If seems to
me it ought to have been done very much more cheaply than
{t conld have been done if owned by a private company. I
do not think it is at all in a class with the measure now being
considered by the Congress.

I arose only to ask the Senator a question. I think, however,
that notwithstanding the fact that the measure under consider-
ation is intended to build up and promote private interests at
Government expense—a scheme whieh I regard wrong in prin-
ciple and necessarily disappointing in results—at the same
time I can see no reason why it could not be operated and man-
aged under a corporation organized under a State law, just as
the Panama Co. is organized and operated. The pernicious
principles involved in the general scheme would not affect the
practicability of the development and operation of the company.

Mr, BURTON. Mr. President, the Senator from Mississippl
has clearly stated the distinetion between the two transactions,
namely, the acquisition and control of the Panama Railroad
and Steamship Line on the one hand, and this proposed cor-
poration for a Government line on the other hand. The sup-
plemental statement of the Senator from Kansas also throws
light upon the subject, because it shows how this line came fo
be acquired, namely, that at least a controlling interest in the
stock then belonged to the French New Panama Canal Co.,
which in 1904 sold its interest to the Government of the United
States. So, in acquiring the rights and franchises of that com-
pany in the canal, it was found that among their possessions
was this railroad, or a majority of the stock. What share of
the stock did they possess?

Mr. BRISTOW. They had a very large majority. There
were a number of American stockholders and some European
stockholders: but there were only about 400 shares that it was
difficult to acquire. For quite a time some of the small share-
holders hesitated to dispose of their holdings, but finally they
were all obtained.

Mr. FLETCHER. Mr. President, may I interrupt the Sena-
tor in order to state that the stock was acquired in 1904?

Mr. BURTON. It was acquired in 1904, but under the act of
1902.

Mr. FLETCHER.
the Spooner Act.

AMr. BURTON. That was passed in June, 1902, I believe.

Mr. FLETCHER. That act provided—

That the President of the United States is hereby authorized to
gequire, for and on behalf of the United States, at a cost not exceed-
ing $40,000,000, the rights, privileges, franchises, concessions, grants of
land, right of way, unfinished work, plants, and other e‘rroperty, real,
Ersonaf, and mixed, of every name and nature, owned by the New

nama Canal Co., of France, on the Isthmus of Panama, and all its
maps, plans, drawimg, records on the Isthmus of Panama and in
Paris, ncludi.nﬁ all the capital stock, not less, however, than 68863
ghares of the Panama Railroad Co., owned by or held for the use of
sald If:mgt ac.iom ny, provided a satisfactory title to all of said property
can obtain

That is the act. :

Mr. BURTON. I understand those shares of capital stock
were included in the $40,000,000, were they not?

Mr. FLETCHER. Precisely.

Mr. BURTON. They were not in addition to that?

Mr. FLETCHER. No, sir.

Mr. BURTON. The reference to that act suggests many
interesting reminiscences of a historical nature relating to the
act of 1902 and the act of 1899 that I feel tempted to digress,
except that it would interfere with the sequence of my re-
marks.

Mr. FLETCHER. T apologize for mentioning it.

Mr. BURTON. Obh, no apology is nécessary. ‘I remember in
the House the conference report on the Spooner Act was
adopted by an overwhelming majority, although a large ma-
jority of the Members of the House favored the Nicaraguan
route.

Mr. WEEKS. Mr. President—— £

The VICE PRESIDENT. Does the Senator from Ohio yield
to the Senator from Massachusetis?

Mr. BURTON. I do.

Mr. WEEKS, As the cost of operation has been referred to,
it may be of interest at this time to insert the percentages of

It was all acquired under what is called

cost of operation since the Panama Railroad came under Gov-
ernment control. Of course, it is impossible to make compari-
sons which will be absolutely accurate in every instance with-
out knowing the conditions that surround each transaction, but
it may be depended upon without any question—at least, that
is the history of the world—that in the case of a Government
operation politics will enter in and the operating expenses will
increase, while the rates which will be charged fo the public
will be decreased, preventing successful net results.

In the case of the Panama Railroad, the property was oper-
ated as a private corporation in the year 1904, and the per-
centage of operating expenses to earnings was 62 per cent. In
1905, the first year it was operated by the Government, the
operating expenses jumped to 773 per cent and the next year
to 703 per cent. In 1907 they were 74} per cent; in 1010 they
were 71.4 per cent; in 1011, 70.8 per cent. They have averaged,
under Government operation, about 75 per cent of the gross
earnings, against 62 per cent when under private operation, and
this notwithstanding the fact that the earnings have greatly
increased on account of the building of the canal. That is, they
have increased 84 per cent since the Government took over the
rallroat d, while the operating expenses have inereased 105 per
cent.

Mr. BURTON. I will suggest to the Senator from Massachu-
setts that it is impossible to derive any inference from those
figures without carefully analyzing them. It is true, on the
bald statement, that the percentage of operating expenditures
to earnings was much greater under Governmeng operation than
under private enterprise; but is not that a mere matter of book-
keeping? The main part of the work of that railway was
hauling away dirt from the Culebra Cut and other places where
excavating was done. If the price charged for hauling away
that dirt was high, that would mean one percentage of oper-
ating expenses to income, while if the price was low, it would
mean an entirely different percentage. Thus it is really, after
all, a matter of bookkeeping.

Mr. BRISTOW. Mr. President, I desire to state to the Sena-
tor ]Ehal: the Panama Railroad Co. did not do the excavating
WOrk.

Mr, BURTON. Oh, no; but they hauled away the dirt.

Mr. BRISTOW. No; that was done by the Canal Commis-
gion. The Isthmian Canal Commission did that. The Panama
Railroad Co, operated the steamship line, operated the railroad
line across the Isthmus, hauled the freight of the Government
to the various stations along the route, and also operated the
commissary department; and the canal company bought from
the railroad company the supplies that fed the men that worked
on the canal. The railroad company also operated the hotels.

Mr. BURTON. The railroad company operated the hotels?

Mr. BRISTOW. The rallroad company constructed and
operated the hotels. Its operations were kept entirely separate;
and when the Isthmian Canal Commission employed the rail-
road company to do anything it paid the railroad the same as
it would have paid any other corporation. The actual work of
excavation, however, was not done by the railroad company.

AMr. BURTON. Oh, no; of course not; but how about hauling
away that dirt?

Mr. BRISTOW. The hauling away was done by engines and
cars owned by the commission itself.

Mr. BURT%N. Did not the railread charge for hauling away
that dirt? ;

Mr. BRISTOW. The railroad company was not employed fo
do the excavating, :

Mr. BURTON. Oh, no, ]

Mr. VARDAMAN. Did they not use the railroad tracks?

Mr. BRISTOW. No; they put in their own tracks.

Mr. BURTON. Part of the way.

Mr. BRISTOW. There might have been some part of this
excavation done by the rallroad; but the great mass of the
excavation was done by means of tracks which the Isthmian
Canal Commission itself laid, independent of the railroad.

Mr. BURTON. That is, separate and additional tracks on
the main line?

AMr. BRISTOW. Not on the line, but in the canal. Of counrse
{he Senator will remember that the canal was exeavated from
the channel of the eanal, while the railroad ran around the
canal, and did not run in it at all. i

Mr. BURTON. Yes: I have seen that. I visited the cangl,
and saw that the larger part of the work done by the railroad,
or in connection with it, was in hauling that dirt. Did they
make any charge for hauling that dirt? That is the question.

Mr. BRISTOW. The hauling of the dirt was very largely
done by the Isthmian Canal Commission. If any of it was done
by the railroad, it was only incidental. The hauling of the dirt
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was done by the Isthmian Canal Commission, with equipment
which it owned, independently of the Panama Railroad.

Mr. BURTON. In special cars?

Mr. BRISTOW. Yes.

Mr. WEEKS. I think the Senator will find that in some

places the cars of the canal commission did pass over the

track of the railroad in going to the point where they dumped
the dirt; but that was all the connection the railroad had with
the excavation, which was entirely under the direction of the
canal commission; and the work was done with equipment fur-
nished by the commission, over tracks laid by the commission.
I prefaced what I stated in inserting those figures with the
statement that one must know every condition surrounding an
operation before coming to a definite conclusion, and yet that
is the trend of the result in all Government operations. It does
not differ from the results obtained in every other country
where a Government operation has been undertaken,

Mr. BRISTOW. Mr. President, if the Senator will yleld fur-
ther to me, in regard to the figures which the Senator from Mas-
gachusetts has put in the Recorp, I do not question their acen-
racy. 1 think the result they show is easily accounted for.
The Panama Railroad Co., after it became the property of the
United States, did increase operating expenses by paying its
employees better wages. It also very materially reduced the
rates that had been charged, and therefore reduced the percent-
age of income as against the percentage of expenditure of the
corporation.

Mr. BURTON. One question in this connection. If you in-
clude the investment of the railroad company, has it not been
run at a loss?

Mr. BRISTOW.
fine profit.

Mr. BURTON. One thing is certain. They have had a great
abundance of business. There is no trouble on that score.

Mr. BRISTOW. Of course you can not compare the Panama
Railroad Co. and its line of steamships with any other enter-
prise on the earth, becaunse the United States Government gave
it an enormous amount of business, and it was retained and
operated because of the influence it would have upon the rates
which the Government would have to pay for that business.
We shipped hundreds of thousands of fons of cement to the
Isthmus, and the tonnage of freight was very great. The Pan-
ama Railroad Co. was a competitor for that business. Ocea-
sionally, however, a private corporation would underbid it and
it would lose the business.

Mr. BURTON. In what way does the Senator mean that it
was a competitor?

Mr., BRISTOW.
other company.

Mr. BURTON.

I think not. I think it has been run at a

It competed for the business with every

For what business?

Mr. BRISTOW. The Government's business,

Mr. BURTON. What branch of the Government’s business?

Mr. BRISTOW. Freight and passengers.

Mr. BURTON. The Senator means the steamship line, not
the railroad company?

Mr. BRISTOW. Yes. The railroad had no competitor, of
course. It could not have. I refer to the steamship line. Take
the steel that was used in the locks; I do not remember ex-
actly, but I know that the Panama Railroad Co. had to bid
for the traflic against competitors, foreign and domestic. Some-
times it would underbid, and again it would overbid and lose
the business.

Mr. BURTON. We passed a statute, did we not, leaving the
field of transportation by boat to the Canal Zone open to for-
elgn vessels as well as domestic vessels?

Mr. BRISTOW. Yes.

My, CUMMINS, Will the Senator yield to me for a moment?

Mr. BURTON. Yes.

Mr. CUMMINS. T ask for information largely, although I
have an impression about the matter. I speak now of the
Panama Railroad as a railroad, not reckoning the steamship
operation. It is true, is it not, that the movement of all the
Government material across or over any part of the Isthmus
was upon the railroad, and it is true, is it not, that the charge
for that service by a system of bookkeeping was credited to the
Panama Railrond? That is true, is it not? My recollection is
that the charge credited to the Panama Railroad for that
service was a very large charge as compared with the rate for
elmilar service in the United States. I was rather surprised
when T visited Panama to learn something about the rates
that were credited to the Panama Railroad for the transporta-
tion on the Isthmus itself. T think if it were inquired into it
would be found that that rate gave to the Panama Railroad Co.
a larger credit than it should have had, considering the service
that it rendered,

Mr. BRISTOW. Mr. President, T do not doubt that the rates
in many instances were higher than the rates would be on cer-
tain great lines in the United States, but I think the conditions
were entirely different, so that you could not make a satisfac-
tory comparison. First, the line is only 47 miles long, and then
there are difficulties of operation at the terminal facilities;
there was the necessity for short hauls, and the nature of the
service was such that there could not be any comparison made
that would be, in my opinion, equivalent to it.

Mr. CUMMINS. Under and through the construction of the
canal it was very easy to make the Panama Railroad Co. a
profitable corporation. All that the Government had to do was
to give it credit for the service that it rendered upon the
Isthmus in a sufficient amount to make the company a profitable
enterprise.

Mr. BRISTOW. I desire—

Mr. SMITH of Georgia. Mr. President, T rise fo a point
of order. I do not object to colloquies between Senators and
the Senator frem Ohio, but I make the point of order that the
Senator from Ohio can not retire from the active control
of the debate and leave it to a collogquy befween two other
Senators.

The VICE PRESIDENT. The Chair will be compelled to sus-
tain that point of order if it is insisted upon.

Mr. BRISTOW. Mr. Presidenti—

Mr. BURTON. I yield. I think it is only fair after this in-
quiry that I should yield to the Senator from Kansas to
answer the inquiries which have been propounded to me by
the Senator from Iowa and have been repeated to the Sen-
ator from Kansas. I think there is no question but what that
is in order.

Mr. BRISTOW. I desire to say—

The VICE PRESIDENT. The Chair has doubt about that.

Mr. FLETCHER. I make the point of order that the Sen-
ator from Kansas is not in order.

The VICE PRESIDENT. The uniferm ruling has been that
a Senator may speak twice on any one day. The Chair has
heretofore ruled, and he has been sustained by the Senate in
the proposition, that it is not yielding the floor to permit a
Senator to make an inqguiry, but it is yielding the floor for
the Senator on the floor to permit somebody else to talk on
the subject. The Chair does not believe that it is conducive
to the orderly practice of the Senate to permit a Senator to
ask a Senator on the floor a question about which he does
not know anything and then have him ecall on somebody else
to answer it. The Chair thinks that is simply evading the rule
of the Senate.

Mr. BURTON. Well, Mr. President, it has certainly been
the custom of the Senate to secure all the information possible on
a subject under discussion. The course of procedure outlined
by the Chair is certainly in entire conformity with our usnal
practice. However, I will not insist on that point.

Mr. BRISTOW. Do I understand the Chair to hold that the
Senator from Ohio can not yield to me to answer a question
which has been propounded?

Mr. SMITH of Georgia. My position is that if the Senator
from Ohio yields fo the Senator from Kansas to make the ex-
planation Senator from Ohio loses the floor. I am very
much interested in the speech of the Senator from Ohio; I am
watching it closely; and I object to interruptions in that way.

Mr. BRISTOW. Mr. President— L

Mr, BURTON. I yield to the Senator from Kansas fo ask a
question.

The PRESIDING OFFICER (Mr, Keex in the chair)., The
Senator from Ohlo yields to the Senator from Kansas for a
question.

Mr. BRISTOW. I would like to answer a statement made by
the Senator from Iowa in his interrogatory of the Senator from
Ohio, because I do not believe that the SBenator's statement was
fully explanatory of the question that has been asked. If I ean
do so under the rules without depriving the Senator from Ohio
of the floor, I would be glad to proceed.

The PRESIDING OFFICER. Does the Senator from Ohio
yield for that purpose or for a question?

Mr. BURTON. For either, provided it does not deprive me
of the floor. I suggest to the Senator from Kansas that it
would be entirely in aceordance with the rules of the Senate to
present his answer in the form of a question to me.

Mr. SMITH of Georgia. Mr. President——

The PRESIDING OFFICER. As the present occupant of the
chair understands the ruling of the Vice President—and it is a
little embarrassing to the present occupant of the chair, who has
just been called to it—the Senator from Ohio can yield only
for the purpose of having a question asked or hearing a ques-
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tion. The Chair does not understand that he can yield for any
other purpose withont losing the floor.

Mr. NELSON. Mr. President, I do not understand the
rule—
Mr. BURTON. Is this a parliamentary inquiry? Otherwise,

I wish to proceed.

Mr. NELEON. 1 wish fto address myself to the Chair.

Mr. BURTON, Is it a parliamentary inquiry?

My, NELSON, Noj; I want to address myself to the point of
order.

The PRESIDING OFFICER. The Senator from Ohio has the
floor. Does he yield to the Senator from Minnesota?

Mr. BURTON. I yield to the Senator from Minnesota for a
guestion or a point of order.

Mr. NELSON. The question that occurs to me is this: I
understand an objection was made by——

Mr. BURTON. One minute. I do not wish, of course, to
yield my right to the floor.

Mr. NELSON. When a point of order is made—

Mr. BURTON. If a point of order is made——

Mr. NELSON. If one Senator has a right to make a point of
order, certainly another Senator has a right to reply to that
point of order.

The PRESIDING OFFICER. The point of order has been
disposed of, and it is not debatable.

Mr. NELSON. The last point of order was not disposed of.

The PRESIDING OFFICER. The Chair will hold that it
was digposed of. The decision of the Chair was not appealed
from, and the Senator from Ohio had proceeded after the point
of order wss dispesed of. The Chair will hold that the Senator
from Ohio ean yleld the floor only for the purpose of a question,
unless he yields it altogether.

Mr. BURTON. Then. has anyone any question to ask me?

The PRESIDING OFFICER. The Senator from Ohio will
proceed in order,

Mr. BURTON. My, President, I think it is now clear to the
Senate thit the transaction pertaining to the ownership of
the Pannma Stesmship Co. is altogether different from the one
proposed hLere. In the first place, the ecircumstances of the
acquisition differentiate it. The French New Panama Canal
Co. owned the franchise and had made very considerable ex-
cavations; it also owned a fleet of dredges and material for
continuing the work of constructing the canal. In that conneec-
tion they owned the Panama Railway, or rather a majority of
the stock. When the purchase was made for $40,000,000 it
vested title in the United States and brovght with it the owner-
ship of the Panama Steamship Co.

Another very vital difference is this: The Government was
engaged in a colossal engineering enterprise, the construction
of the Panama Canal. For the construetion of that canal it
wias necessary to have ready means for the moving of the dirt
away from the points of excavation. It was also necessary to
have an enormous amount of material brought from the United
States or other localities in the form of cement, structural
material, and otherwise.

It was desirable that the company bringing the freight should
be immediately under the control of the canal commission or
officinls of the United States. President Roosevelt had, as
stated by the Senator from Kansas [Mr. Bristow], three
courses before him: One to dispose of this railway, which would
have subjected the canal commission and the builders of the
canal to very considerable embarrassment; another, not to part
with the ownership, but to lease it, which would have had a
somewhat similar effect; the third, to retain it. I think he
decided wisely in adopting the third course. But it is per-
fectly evident that both the railway and steamship line were mere
adjuncts or incidents to this great governmental work. It is
true that as an incident freight was carried across the Isthmus
by the railway, and freight was carried in the boats; but that
does not change the general nature of the transaction.

Now, what are yon seeking here? Without any incidental
justification it is proposed that the Government go into a busi-
ness that from time immemorinl has been conducted by private
parties. There is no comparison between the two enterprises.
They are as far apart as night and morning.

I want to suggest to the Senators that it will be diffienlt,
without very accurate analysis, to derive any conclusions from
the operations of the Panama Railroad as to the desirability of
Government ownership. It was too largely used merely as an
instrument of service in the construction of the canal to be any
criterion,

If, as it was suggested by the Senator from Iowa [Mr. Crar-
Mmixs], there was a high charge for moving that dirt, that is
one thing. If there was a low charge, that is another. In the
one case the percentage of operating expenses, if it was large,

as indicated under Government ownership, carries with it some
inference that the enterprise was carelessly or wastefully man-
aged. If the price charged for hauling the dirt was low, it
carries an entirely different inference from that first suggested.

There is an interesting field for study in the operation of this
railroad and this steamship line. The Senator from Kansas
[Mr. Bristow] thinks it was managed suceessfully, and that its
defects, such as there were, arose from the influence of politics.
If politics could be interjected into this service, into the con-
struction of a canal, and that, too, by the Government, and
where everything else was merely incidental, how would it be
possible to avold the interjection of polities into a Government
owned or operated steamship line?

At Panama the railroad was engaged merely in transporting
material to be used by the Government in the construction of
the canal. If politics could there juggle rates and exert a bane-
ful influence, how much greater would be its opportunity for
injury in such an enterprise as is contemplated by this measure
now before uvs.

Alr. President, they would be coming here from every State
and district in the Nation to juggle figures and obtain favors.
Such influences would be exerted to determine the rates on ear-
goes, say, from a port on the Gulf of Mexico to some European
market. These men, with merchandise to ship, would say, “1I
know RSenator Blank very well ™ er “ I am acquainted with Rep-
resentative So-and-So, and I will write him and see that a cer-
tain rate is fixed.” We all know that this interjection of politi-
cal considerations is the bane of enterprises conducted by any
government.

Mr. McCrosky, one of the most ardent advocates of soclalism
and Government ownership, says that the reason why they can
not rely upon Government ownership in Great Britain is that
they lack proper administrative bodies to conduct the business.
Mr. President, I do not believe the time will come when we in
this country will possess the proper administrative bodies to
settle these questions impartially.

If there is any one thing with which a man in publie life is
impressed, it is the fact that the influence of an interested.
though selfish, few is far more effective than that of the great
multitude who are inert and apparently indifferent. I can not
look with any complacency upon the idea of either a Govern-
ment line of ships or a Government-owned railroad. Their
management will be so allied to our political life, so certain to
fall under the control of a more or less competent bureaucracy,
that I do not believe the best interests of the people could
possibly be subserved by such an organization.

Probably other Senators who have considered this matter
more carefully than I will discuss the question of Government
ownership and its relation to this bill.

I repeat, thongh, that public ownership does not alarm me as
it does many. When there is or should be a monopoly, as, for
example, in the case of a public lighting plant, a public gas
plant, or possibly even a street railway, or when some consider-
ation of public health or morals is involved, as in the inspec-
tion of articles of food, I do not fear public ownership. But’
when yon come fo apply it generally to this enormous country,
with its varied interests and its colossal enterprises, you face
a very different situation.

A new municipality might well adopt public ownership in
some of its acfivities; public ownership might serve well within
a small area, as in the case of some of the countries of
Europe; it may work well in other countries like Germany,
with a trained bureaucracy, though in that country public
ownership was adopted not because of economic considerations
but for reasons of military exigency. The same is true of
Itussin, There they had first public ownership, then private
ownership, and then they returned to public ownership again.
Does anybody contend that this was becauge the Government of
Russia, absolufte as it is, thought that public management was
better? Far from that. They regarded the railways as an
agency for carrying troops in time of war. Both in their con-
struction aud operation the railreads were deemed such impor-
tant agencies for both offensive and defensive military move-
ments that the Government insisted upon retaining abgolute
control of them.

To return now to anoiher phase of the discussion, suppose
the Government contemplates running this proposed line of
boats for profit. Does auyone here believe for a moment that
the cost will not be greater under Government operation than
under private management? I do not think anyone will assert
that it will not be greater. You would start then with your
corporation under that disadvaniage., I wonder whether that
feature of the bill will not be ellminated. 1 wonder whether
an attempt will be made to conduct the business in this indirect
way or whether it will be done directly, with larger expenses
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and at greater cost, so that if it is run for profit the charges
to the shipper must be greater than those of private concerns.

It may be said that the private owner would ask an unreason-
able profit or that the Government, despite the greater cost of
operation, would make the rates lower. Now, it is an economie
law of universal application that where free competition exists
in any field, when considerations of risk and the attractiveness
of the business are taken into consideration, profits seek a cer-
tain level. If the business of carrying goods by sea is more
profitable than that of building of houses and renting them, or
if it is more profitable than the manufacture of steel, a larger
amount of capital will go into the shipping business and more
boats will be constructed. When there is an unusually profit-
able line of enterprise, capital tends to enfer it in excessive
amounts.

The existence of monopoly may prevent the application of
this principle. But if there is any one business which capital
is free to enter and in which men of various nations may en-
gage, it is that of shipping. I do not place much stress on the
testimony and the reports relative to conference agreements that
boats of different lines shall sail at stated intervals from the
same ports and on the same routes, because manifestly that is
absolutely essential for the profitable conduct of the business,
and, instead of promoting excessive profit, it promotes reason-
able rates and gives the shipping public opportunities to send
their goods to their destination at favorable times and under
favorable circumstances. There is really nothing in that argu-
ment. If there should be profit in any other line of business, it
is just as likely the argument would be advanced here that the
Government must enter that field.

Mr. SHERMAN. Mr. President——

The PRESIDING OFFICER. Does the Senator from Ohio
yield to the Senator from Illinois? ;

Mr. BURTON. I am glad to yield to the Senator for a gques-
tion.

Mr. SHERMAN. I should like to inquire of the Senator from
Ohio where the Government will get the first $5,100,000, which
is the 51 per cent? .I have been examining the reports of the
Secretary of the Treasury, and I find that the Government is
about $16.000,000 short on the receipts over the expenditures.

Mr. BURTON. Oh, a little thing like that did not influence
those who were framing this bill. I really do not myself see
where it is to come from. ‘

Mr., SHERMAN, Mr. President——

The PRESIDING OFFICER. Does the Senator from Ohio
yield further?

Mr, BURTON, Certainly.

Mr, SHERMAN, I want to follow that up by stating in the
form of a question—

Mr. BURTON. I am willing to yield for a question.

The PRESIDING OFFICER. Does the Senator from Ohio
yield for any other purpose than for a question?

Mr. BURTON. I yield for a question only, as I desire to keep
within the ruling of the Chair.

Mr. SHERMAN. 1 will keep within the ruling of the Chair
by making an ingquiry as a seeker for information. 5

The PRESIDING OFFICER. The Chafir has put the matter
in the usual form. Does the Senator from Ohio yield to the
Senator from Illinois?

Mr, BURTON. I yield for a question. I am very anxious,
Mr. President, to observe the rules as they have been enunci-
ated.

Mr. SHERMAN, I will use my utmost endeavors to do so.
I have noticed in the bill—I have to make this preliminary
statement in order to render my question intelligible—that it
uses the language :

Buch corporation may begin business as soon as 51 per cent of such
stock has been subscribed and paid for by the United States,

1 inquire whether, in view of that language, the bill does
not seem to contemplate that there will be some difficulty in the
Government making the payment and that the eredit would not
beShe:;tended, because this payment is required to be made in
¢a ¥

I desire to follow that up with a further inguiry. In the
event the Government could nof lay its hands upon the ready
money, so to speak, what is the Senator’s interpretation of the
paragraph of the President’'s messige on page 7, which was
delivered on December 8, 1914, referring to the shipping bill,
which is as follows:

It should take action to make it certain that transportation at reason-
able rates will be promptly provided, even where the carriage is not at
first profitable; and then, when the carrlage has become sufficlently

rofitable to attract and engage private capital and engage it in aban-
nce, the Government ought to withdraw.

Having that in mind, the Government having paid the original
$5,100,000 in cash, which it is required to pay previous to the

corporation beginning business, after the operations shall have
been put upon something like a paying basis—not that dividends
might be paid, because the 49 per cent that might possibly rep-
resent private ownership would scorn the thought of sordid
profits where a great public benefit is to be conferred—but after
the business is put upon a self-sustaining basis, simply paying
expenses, if immediately upon reaching that desired point the
United States is to withdraw from the business, I wish to in-
quire what the Government would do in withdrawing? Would
it place its interests, the 51 per cent, either of the initial
$10,000,000 or of the $30,000,000, which is contemplated to be
advanced by the sale of bonds under the Panama Canal act,
making a potential $40,000,000, of which the Government would
hold 51 per cent—having reached that desired point of self-
sustaining operation would the Government in disposing of its
holdings put up the stock at public auction, or would it sell
throvgh the shipping board its stock? If so, who would the
probable purchasers of that stock be? Would they be a favored
coterie of those holding the 49 per cent, or some shipping com-
pany that might survive governmental competition in this form,
or what? Finally would it not wind up with the entire owner-
ship of the public interest in the hands of the representatives of
the 49 per cent? If that be so, has not the Government con-
tributed its 51 per cent of the potential $40,000,0007

Mr. SMITH of Georgia. Mr, President, I make the point of
order that the Senator from Illinois is simply presenting a series
of questions argumentatively and is not really propounding a
question for information to the Senator from Ohio.

The PRESIDING OFFICER. Does the Senator from Ohio
yield further to the Senator from Illinois for a question?

Mr. BURTON. I am frank to say that the questions already
propounded by the Senator from Illinois are somewhat complex,
and there is a considerable number of them. I would prefer
that they be given one at a time.

Mr. SHERMAN, I was going on the idea, Mr. President, if
I may be allowed to explain to the Senator from Georgia, as
he is familiar with court practice, that when the opinion of an
expert is required——

Mr. BURTON. Oh, I do not claim to be an expert.

Mr. SHERMAN. Sometimes it is necessary to ask a very
long question. I have seen them last half a day when doctors
of different sciences were testifying on the stand.

Mr. SMITH of Georgia. I insist that the Senator from Illi«
nois is out of order.

The PRESIDING OFFICER. The Senator from Ohio, as the
Chair understands, declines to yield further to the Senator from
Illinois.

Mr. BURTON. I should prefer that questions be asked sepa-
rately.

Mr. SHERMAN. I will comply with the ruling of the Chair
and will wait until the Senator from Ohio answers the first
question I have asked before requesting the privilege of asking
another,

Mr. BURTON. What was the first question?

Mr. SHERMAN. Where the Government would get the
$5,100,000 required to initiate the enterprise?

Mr. BURTON. I suppose they would take that $5,100,000 out
of the Treasury. But there is a provision in the bill that I
would like to have the advocates of the measure explain in that
connection. It is said that as soon as the $5,100,000 is sub-
scribed—— :

Mr. LODGE. Mr. President—— :

The PRESIDING OFFICER. Does the Senator from Ohio
yleld to the Senator from Massachusetts?

Mr. BURTON. I will ask the Senator to allow me to get
through with this. It is said that as soon as the $5,100,000 is
subscribed the Government may begin business. How will you
do it? T ask the lawyers who are favoring this measure to tell
me. This $5,100,000 would have to be subscribed by the United
States Government before this corporation could take one single
step. Also before this corporation could begin doing business
it would have to have its organization and directors; the United
States Government can not be a director; there must be persons
to act as directors. A part of the additional $4,900,000, at least,
would have to be subscribed by individuals before you could
perfect your organization.

The Senator from Illinois has made a valuable suggestion in
what he has said. He read from a document—Senators know
the source from which it came—to the effect that when this
business becomes profitable then private capital in abundance
will go into it, but everybody tells us here that we are going
to carry freight at a loss. Suppose the Government of the
United States embarks on this business, and for a year or six
months or any other time conducts the business at a loss, will
that bring out capital in abundance to take the place of the
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public eapital? That shows the kind of calculation or motive
that is behind this bill.

Mr. SHERMAN. Mr. President——

The PRESIDING OFFICER (Mr. BRYAN in the chair). Does
the Senator from Ohio yield to the Senator from Illinois?

Mr. BURTON. Certainly; for a question.

Mr. SHERMAN., I should like to inguire if the Senator can
distinguish any difference between the proposition contained in
the President’s message and a subsidy in effect?

Mr. BURTON. In form only; in its far-reaching effect it is
altogether worse than any proposition for a subsidy that has
ever come in here. In the first place, it will cost a great deal
more; and, in the next place, it will inure to the benefit of cer-
tain commodities or localities. That is absolutely certain.

You can not establish a Government line which can earry
only a part of the traffic without favoring certain parts of the
country and certain classes of produets. Just think what
would happen before an election with the pressure breught
from different portions of the United States, with the demand
made insistently : * We know you, Mr. Commissioner. We have
been your friends in the past. Our products are rotting in our
ports, and we want a Government ship sent there. We want it
sent there quickly, and we want our crops carried to a foreign
port at a low price.”

I do not wish to subject any bureaucrat of the United States
Government to that temptation. It may be they would resist,
but I am afraid not. On the other hand, if you leave this to
private enterprise it will work itself out in a thoroughly normal
manner,

Whatever course yon pursue, this enterprise is sure to en-

counter obstacles at almost every step. As I have pointed out,
if it were run on a no-profit basis, the owner of a single share
of $100 could go into the courts and say: * This corporation is
not being properly managed. It is not being managed to create
a legitimate profit. My property interests are being disre-
garded,” and there would be trouble,

Should the Government acquire all the stock, which is cer-
tainly not contemplated by the terms of this bill; it would
amount to direct and complete Government ownership. Should
the Government seek to run it on the profit basis, then and
in that case the charges would be higher than they would be
if private enterprise had control of the business.

In all that I am saying, Mr. President and Senators, I do
not wish to be understood as opposing the operation by the
Government of Army transports or naval auxiliaries. There
is no denying that there is an emergency now created by war.
If those hulls are capable of carrying any freight at this time,
let that be done; but that can be done without any such meas-
ure as this. It would be the natural outgrowth of a plan
such as that suggested by the junior Senafor from Massachu-
setts [Mr. Weeks] in a bill which he introduced, and which,
as I understand, has passed both Hauses.

Mr. LODGE. Mr. President, would it interrupt the Senator
if I asked him a question?

Mr. BURTON. Certainly not.

The PRESIDING OFFICER. Does the Senator from Ohio
yield to the Senator from Massachusetts?

Mr. BURTON. I yield for a question.

Mr, LODGE. I want to ask the Senator this question. He
referred to a clause in this bill. Do I understand him to be
speaking to the bill or to the substitute?

Mr. BURTON. I have not examined the substitute with the
care with which I examined the original bill. What is the
clause to which the Senator refers?

Mr. LODGE. It was not so much in reference to the clause.
It was the clause to which the Senator from Illinois [Mr. SHER-
aran] referred.

Mr. BURTON. The 51 per cent clause?

Mr. LODGE. Yes.

Mr. BURTON. That is certainly in both bills. I certainly am
not in error in that.

Mr. LODGE. But of course the pending motion Is to sub—
stitute.

Mr. BURTON. Yes

Mr. LODGE. And, under our rules, where the motion is to
strike out and insert there are two snbjects presented, because
we are at liberty to amend the substitute for perfecting pur-
poses or to amend the bill for perfecting purposes. Therefore,
we have two subjects before the Senate instead of one under
our rules. As we are living in an era of rigid and—if I may
say so—sometimes novel parlinmentary procedure, I thought it
was well that we should be careful to define precisely what we
are talking about.

Mr. BURTON. Mr. President, the Senator is unquestionably
right in regard to the exceptional parliamentary situation. As

a matter of fact, my examination has been given to the original
bill, T should like, however, as a parliamentary inquiry, to ask
this question: May I not speak to either proposition?

The PRESIDING OFFICER. The Senator may not know if,
but he is discussing the substitute, because that is now pending.

Mr. LODGE. Mr, President, if I may, I should like to be
heard for a moment on that point of order.

If this were not a motion to strike out and insert, undoubtedly
the only question before the Senate would be the amendment;
but this is a motion to strike out and insert, and under our
rules It is open to amend both the substitute and the original
bill, so that there may be four amendments pending at the same
time. That presents two subjects, Mr. President. I think it
has always been our practice—and certainly it is clear from
that rule—that the two subjects being presented, a Senator who
is trying to perfect the substitute or sustaining the substitute
addresses his remarks to the substitute. Those who prefer the
part that it is proposed to strike out, who prefer the original
bill, address themselves to the original bill. I think that has
been the invariable practice.

The PRESIDING OFFICER. There is no motion pending
except the motion to strike out and insert.

Mr. LODGE. Certainly.

The PRESIDING OFFICER. That is the question now be-

fore the Senate,
- Mr. LODGE. But that presents two subjects instead of one.
There being one amendment pending, if we could not further.
amend the original bill then I would agree with the Chair, of
course,

The PRESIDING OFFICER. Of course that could be done,

Mr. LODGE. That is the only question.

The PRESIDING OFFICER. But the Senator must bear in
mind that there is no amendment offered to the original text. .

Mr, LODGE. Not yet; but when the motion is to strike out
and insert the rules provide that in the case of that one mo-
tion, and that alone, there are two subjects before the Senate
and not one, as is the universal rule in other cases. In other
words, this motion takes it out from the rule which the Presid-
ing Officer has correctly stated.

The PRESIDING OFFICER. When an amendment is offered
to the text proposed to be stricken out, then {he guestion which
the Senator from Massachusetts raises will be before the Sen-
ate; but at present there is but one question pending, and that
is the motion to strike out and insert.

Mr, LODGE. Yes; that is quite trne. There is but one ques-
tion before the Senale but, owing to the pecullarity of tJJe
motion, there are two suhjecrq

Mr. FLETCHER. Mr. President——

Mr. NELSON. In connection with the point of order, Mr.

The PRESIDING OFFICER.
from Ohio yield?

My, NELSON. I am not asking a question. It is in reference
to the question of order that I am addressing the Chair.

Mr. FLETCHER. Mr. President——

Mr. BURTON. The Senator from Minnesota can certainly
state his point of order,

The PRESIDING OFFICER. There is no question of order
before the Senate now. The Chair will perhaps pass upon that
question of order when it properly comes before the Senate,

Mr. NELSON. What I wanted to say, Mr. President, was
that, while the committee has reported a substitute, it has not
yet been offered.

Mr. BURTON. I do not know that I can yield to the Senator
from Minnesota for a statement. He knows that I would be
glad to yield to him if it did not perhaps interfere with the
parliamentary procedure.

It may be conceded, Mr. President, on the question of rates,
that the present schedule is high; but I especially deprecate the
exaggerated figures that have appeared in the public press and,
I am compelled to state, have also been given out by some
officials of the Government, It has been stated that in some
cases rates are ten times as high as they were formerly. ‘If
such advances have occurred, they are sporadic and readily ex-
plained. I desire to state again the situation at present exist-
ing, the like of which was never known before, which has
caused an inerease of rates. YWhen this condition, growing out
of the war, is carefully examined, I ask Senators to show what
there is that is abnormal or unusual in an enormous—I use the
word “ enormous " advisedly—increase in rates.

In addition to the ordinary insurance risk which is carried by
ghipping companies there is a war risk, varying from three-eighths
bf 1 per cent per voyage up to—in some instances, I think—as
high as 8 per cent. Bear in mind that that is not for the year,
as a man insures his house, but for one voyage. On the routes

To whom does the Senator
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where the higher rates of insurance are charged, that in itself
is enough to justify the doubling or trebling of freight rates.
Indeed, the insurance rate for one voyage would be sufficient to
wipe out all profits under normal circumstances, A shipowner
is confronted with that condition—that if the return on his in-
vestment in normal times is 5 or 6 or 7 per cent a year, he will
have to pay a larger amount in insurance on a single voyage—
since he not only insures his ship but also his cargo—than would
be sufficient for a reasonable profit from the Ist of January
until the 31st of December. Moreover, $750,000 is the total
amount that will be carried as a war risk on both ship and
CAaTgo.

Then there is the great number of ships interned or detained
within the ports of countries which do not control the seas at
the present time. That includes Germany, Austria-Hungary,
and Turkey, and to a partial degree it includes Russia, whose
boats can not sail withont danger of capture, or at least almost
certain destruction from mines, except from the ports of Arch-
angel and Vladivostok. To this must be added, under the head
of mercantile marine withdrawn from the service, boats in
neutral waters which do not dare venture fo sea because of the
danger of capture, I have a list of German and Austro-Hun-
garian ships in the harbors of the United States which I will
either present or ask to have inserted at a later time. Their
number is very large. Under this general head there is also a
third class of boats, which sail on established lines belonging
to countries having an alleged mastery of the sea—that is, the
allies—which are likely to be captured by cruisers or privateers
of the enemy. This includes British and French ships, which
are unable to sail with the regularity of the days before the be-
ginning of the war. For instance, a boat of the Lamport &
Holt Line, plying between New York and Rio de Janeiro—the
Van Dyck—has been captured by a German cruiser, and Eng-
lish boats on the Pacific coast have also been ecaptured. In-
deed, quite a formidable number of British and French ships
have been captured by German warships.

There are those ;hree classes of that subject—boats actually
interned in home ports, boats interned in foreign ports belonging
to Germany, Austria-Hungary, and so forth, and boats belong-
ing to the allies—exposed to danger of capture or destruction.
Then we must add to that an element which is very important
on certain routes, and that is the scattering of mines near

orts.

y The constant dread of the mariner is a hidden obstacle,
If there is any one cause of accidents which have brought
destruction and death, it is a rock hidden below the surface,
upon which the boat strikes and goes to destruction. But far
worse than any rock is a hidden mine in the sea. In the first
place, mines are located in the most unexpected localities. In
the next place their enmormous explosive power brings quick
destruction. Boats sink almost instantly upon striking them.
This danger is especially applicable to shipments to ports on
the North Sea and in a measure around the Baltic Sea. These
mines are even in evidence elsewhere and have caused the
destruction not only of boats of the merchant marine but of
battleships as well.

Now, there is a fourth reason, which I suggested at the begin-
ning of my remarks this morning and which many familiar with
the subject regard as the most serious of all, and that is the
detention of boats in the harbors of the countries of Europe
and elsewhere by reason of congestion. Instead of making accu-
rate calculations a boat may enter a foreign port with no assur-
ance at the time when it can either unload or take on a new
cargo, The delay amounts frequently to weeks and even
months. I do not need to enlarge further upon this point. The
boats of the country in which the port is located are there for
shelter; there are many boats at the docks being used for gov-
ernmental purposes and having the first rights; but, worse than
that, there is an unprecedented scarcity of men available for
loading, unloading, and making repairs.

To all these must be added another feature, the requisition
of so considerable a share of the merchant marine, especially of
England, by the Government for its own uses.

I am not sure that these five reasons exhaust the whole sub-
ject. Of course, there is also the derangement in exchanges,
which at the beginning of the war threatened to become the
most serious feature of the whole situation, and that factor
is still of the utmost importanee in relation to our shipments
to South America. I ask those who are complaining of these
high rates to consider these questions.

Would a Government-owned marine make rates any lower
unless the boats were run at a great loss? There is no sanctity
about a Government vessel or one owned by a corporation
formed by the Government when it approaches a mine. In-
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deed, the pilots who would be employed for this purpose, who
would be enlisted by the Government probably from other lines
and subjected to new discipline, presumably more lax than that
to which they had been accustomed, would be more likely to

meet with disasters of this nature than the pilots on private
vessels,

In line with what I have been saying, it appears that rates
to South America, to South Africa, to Hongkong, ard to other
localities have risen not more than 25 per cent above those
which prevailed before the war commenced, and the same is
true of charters to New Zealand and to Australia. .et us take
a rational view of this situation. Is there, after all, anything
abnormal or unusual in regard to it, and especially is there any
talismanic influence in a Government-owned line waich would
cure in the least that situation?

I wish now to pass to another branch of this inguiry. I am
painfully conscious of having treated the subject without thor-
oughly exhausting it, but I trust whatever deficiency I may
have shown will be supplied by those who will follow me in the
debate. I have sought to show that there would be no advan-
tage whether these boats were operated on a profit basis or
without the expectation of profit.

Before passing from this subject I may say that if the Con-
gress of the United States desires to frame certain regulations
for control over rates and agreements—though I believe any
rate control is impracticable—it is certainly in line with legis-
lation which we have adopted to give supervision over these con-
ferences and agreements,

In this connection I desire to ask if it is the intention of
the Government to enter into conference agreements with pri-
vate lines. Such seems to have been the policy in the past. We
hear attacks, fulminations indeed, against these so-called gen-
tlemen's agreements, and, indeed, other agreements, but let ns
ﬁe Eliat the Government of the United States has done regard-

g this,

I call attentien in the first instance to the hearings before the
Committee on Interoceanic Canals of the United States Senate,
taken in April of last year. Much of that testimony bears on
this subject. Dr. Huebner, the expert chosen by the United
States to make an investigation, is testifying. Senator THoMas,
of the Committee on Interoceanic Canals, asked this question:

Senator THOMAS. Suppose that the Government of the United States
should construct a line of vessels for commercial p through the
canal and should operate it for the Eublic benefit. Do you not think
that that would resuit In benefit to the consumer?

Dr., Huesxer. Why, of course, If a Government line deliberately cuts
rates, and has the asury of the United States behind it, it can do
t that no doubt will lead to a reduction in freight rates. As to
whether the consumer will get the reduction, or the middleman get it,
is another question.

Senator oMas. From what you say, 1 assume it may be your opin-
fon at least that the opening of the canal, whether it is operated free
or whether tolls are charged, will make no difference in regard to the re-
duction of cost to the consumer? In other words, there is to be no
competition on the ocean becausé it admits of universal competition?
There will be no competition on land because there combination is com-
pamtivel_r easy? Is there any way to break that except that the Gov-
ernment itself shall build a line of ships to go Into the freight business?

Dr. HugexER. Of course the Government line is in the freight busi-
nesg, and the Government line is a party to various conferences at the
present time. =

Senator BrisTow. Do you say that the Panama Steamship Line has
gone into these conferences to fix rates according to those?

Dr. HueBNeR. The Government line's tariff has been accepted

ftietu.a.tm: BrisTow. When was that done? Let us have the details
(1) Ny .

Senator TmomaAs. I should like to have the time stated when that
arrangement was m

Dr. HueEBNER. I can furnish that later.

Senator THOMAS. About what year?

Dr. HuEs~NER. I will not venture a guess.

Senator THoMAS. I was told it was done between 1909 and 1911,
some time.

The CHAIRMAN. What is your best impression about the time?

Dr. HugsxER. It would be a mere guess, Senator.

The CHAIRMAN. We want that for what it 18 worth. What is your
guess, if that is the best it is?

Dr. HueBNER. I should say somewhere around 1908 and 1909.

Senator BrisTow. Do you not know, as a matter of fact, that the
general manager of the Panama Railroad Steamship Co. Line refused to
¥° into the conference and refused to make his rates in harmony with

he agreements?

Dr. HUEBNER. A conference, Senator BRISTOW, is not necessarily out-
lined on paper. Most of the conference amn%ements are nothing more
than gentlemen’s agreements. - For instance, in the trade to the west
coast of South Amerlen, via the United Fruit Co., the Hamburg-
Ameriean Line, the Royal Mail Steam Packet Co.. and the Government
line, the four lines are acﬁn% in absolute harmony. They adopt the
same freight tariff. All of the lines have sent us their tariffs, and
while the title-page is different, the rest, I think, has come from the
same press, e same is true with reference to the traffic to the
Pacific coast in connection with the California-Atlantic Line and the
Pacific Mail Line.  These lines, supported by the Government line,
charged the same rates; and the American-Hawalian Line, which goes
via the Isthmus of Tehuantepee, refused to join with the Government.
glthough there is a great deal of testimony to show that the matter was
talked over, and that the Government was anxious In a way to get the
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American-Hawalian Line to make some ment as to what its rates
wonld be as compared with the rates of the ifornia-Atlantic Line and
the Pacific Mail Line,

Senator BrisTow. Do I understand that the Government tried to get
the Hawaiian Steamship Line to go into this agreement, and it refused?

Dr. HUEBNER. It refused to do a.n({t.hlng definitely. -

Senator Braxpeges, What did it do about its rates?

Dr. Huesxer. 1 will give you the summary as I have it In the report.

Senator THoMAs. While you are looking for that, can you state the
name of the manager of this Government line

Dr. Hrerxer. No; sir: but I can furnish that very easily.

Benator Bristow. Mr E A. Drake, of New York, is
manager ?

Dr. HueBxER. Yes.

The CramymaN. Doctor, did not the House committes, as a result in
part of your investigation and report, recommend that the jurisdiction
?rtfhe?lntersmte Commerce Commission be extended to water transpor-

ation

Dr. Huesxer. Yes, sir,

The CHAIRMAN, If that becomes a law, and the Interstate Commerce
Commission regulates the rates on the Panama Canal, will not the
Interstate Commerce Commission be influenced in the rates it will fix by
the !.'ac;. as to whether the shipper pays $1.20 a ton to the Government
or mot

Dr. Hueesee. I am inclined to think that in case we have govern-
mental regulation, and if the Government will wait until the steamship
companies have fixed their schedules of rates—voluminous schedules of
80 or TO typewritten gﬂgeﬁ—ﬂx]ns the rates on the basls of what the
traffic will bear and then say, * Gentlemen, we have your rates, but re-
member you are exempt from tolls, and we Insist that you mark down
every m{e proportionately,” 1 belleve, then, you will accomplish some-
thing for the shippers, but it will be done f:y force,

The CHAIRMAN. Do you think that the Interstate Commerce Commis-
sm be?ie‘iﬂoms its duty in that intelligent manner you have just de-
8

Dr. Hoeexer. 1 had no intention to reflect on anyone.

The CHAIRMAN. Of course, I do not know that you intended really to
give us your view as to the efliciency or lack of efficiency of the Inter-
state Commerce Commission, but if the Interstate Commerce Commis-
gion were as inefficient as one might imply from your reference to it,
1 would vote for its abolition

Senator TroMAS. I want to say that I do not understand the Infer-
ence was made by tols witness as the chalrman does.

The CHairMAN. I understand the witness to indieate that all these
shipping companies might be permitted in their own way and to suit
the?r own purpose to agree upon certain schedules, and not untll then
would the Interstate Commerce Commission interpose, and even then
the only recommendation to be made by the Interstate Commerce Com-
mission would be to reduce their rates $1.20 per ton.

Senator Tnosmas. I vnderstood the witness to be stating a suppositi-
tious situation. Possibly my understanding was incorrect.

Dr. Huesxen. Of course, at the present time we bave no regulation.

The CHalRMAN. Yes

Dr. HueBNER. There is absolutely no control over port-to-port traffic.
Regulation of water transportation also must differ in some respaects
from regulation of land tmnsgortauou. There are peculiar factors that
require a difference to be in mind, and the recommendations of the
Committee on, the Merchant Marine and Fisheries have In mind the
regulation of the tariffs of a boat line after they have been promulgated.
It is utterly lmpossible to reguire a steamship line to serve 30 days'
notice before it can change a rate. You must allow a stenmshl‘: line to
mpke its rate, and then to require that rate to be changed if it is un-
reasonahble We would, for instance, greatly damage our forelgn trade
it we ired foreign steamship limes to serve 30 days' notice before
they counld alter a rate.

Mr. President, I read this for the light it throws on two phases
of this subject. First, the feasibility of control by the Inter-
state Commerce Commission or any official rate-fixing body, and,
secondly, the participation of the Government of the United
States in these gentlemen’s agreements or conferences,

This was the testimony of Dr. Huebner in relation to the
Panama Canal and routes shipping in that loeality., 1 read
from the second volume of the hearings on the investigation of
shipping combinations under House resolution 587, page 873:

Mr. Harpy. It seems also that all the parties interested talked the
matter over about the rates.

Mr. BcHWERIN. A European conference has controlled these coffee
rates and has handled them for 20 years, and has made them for 20
years, absolutely.

Mr. Harpy. And then they came in to talk with you about it?

Mr. BcHweriN, We sent a representative to London; the Panama
Railroad seot a man to London. The Government sent Gen, Edwards.
He went over as the representative of the Panama Railroad Co. to this
London conference, as a paraatn the London eement.

The CHARMaAN. Who are parties to that London conference?

Mr. Scaweriy. The Royal Mall, the Hamburg-American Packet Co.,
ﬁe Pacific Mail Steamshlp Co., the Panama Railroad Co, Steamship

ne—

Which is a Government-owned and Government-controlled
Iine—
those are the prineipal carriers, I do not remember the names of the
others, and the Tehmnheﬁec Railroad.

The CHAIRMAN. And the Papnama Railroad?

Mr. ScaweriN, The Panama Railroad and the

Mr. Post. And the United States Government

Mr. SBcHWERIN. Yes, sir.

The CHalRMAN, The United Fruit Co.?

Mr. ScHwERiN. The United Fruit Co.

The CHaiRMaN. In that conference the rates were fixed?

Mr. SceweriN. The rates to Europe were fixed,

The CHAIRMAX And the rates to New York?

Mr, Scawerix., The rates to New York were practically adjusted,
based uwpon the European rates.

The Crammsax, But they were not fixed to SBan Francisco?

My, BeuweniN. No: we declined to be governed In our San Francisco
rates by the European conference.

The CHAalrMAX Op this questlon we have information from the consul
at Salvado:, Central America, to this effect:

the business

I;anamn. dteamship Co.

“The Pacific Mail Steamship Co., the Kosmos Line, and the steamers
of the Balvador Railway Co, are cocarriers with the West Indian and
Atlantic combine, mentioned on 23853 9 of the report of the Royal Com-
mission on Shipping Rings (ed. )}, 1909, issued by the British Gov-
ernment, and conseguently t rebates, but this is done only under
certain circumstances on coffee exportations, There are no other kinds
of rebates or special privileges granted. Every year the Pacific Mail
Steamship Co. and the Kosmos Line form an agreement for the purpose
of fixing rates and tariffs; particularly on coffee exportations, and
these rates and tariffs are conformed to by the steamers of the Sal-
vador Railway Co. It may be seen that competition is destroyed by
agreement by the first two companies mentioned, which operate steamers
between Salvadorian and American ports, and that mm&ftluon could
exist, but does not, between these two companies and the companies
last named, which is engaged in the foreign earrying trade of the United
States between Salvadorian ports and Bb:iina ruz, Mexito, because it
chooses to conform to the fixed rates and tariffs.”

A little later, toward the bottom of page 874, in the testimony
of Mr. Schwerin:

The Tehuante, Railroad is a member of that conference, and the
Salvadorian R d is the west coast connection of the Tnfmantepec

road.as we are of the Panama Rallroad. The Kosmos Line han-
dles this coffee via the Straits of Magellan, and has always been
looked upon as a differential route; for instance, if the coffee rate was
made 80 shilli the Kosmos Line would demand that their rate would
be, say, 60 shillings, or 20 shillings less than the conference rate, on
account of their longer haul. In that conference in London the Tehuan-
;?;D:;:Rmmnﬂ rep;esants ti:: &nl\-ado:fnumsgmmhlp C?ﬁ‘ nﬁ Ifththa 'It‘o-

road agrees ese rates LU0 na

quutad&%ef the Salvadorian Steamship Co. would hep:'ncﬁyr:hg mugzr:ag;
as the representative of the Panama Raliroad Co. would agree to in
London, and which would be our rate vin Panama, we serving Panama,
the Salvadorian Raliroad servin Tehunntegee. Those rates would be
exactly game, though the Salvadorian hauled the coffee north and
we banled the coffee south. The United States is a party to that, and
the United States fixes our rate, They go over to E;n on, and have
gone over to London every year,

A little later, on page 875:

Mr. Harpy. The Government, then, of the United States is not a Eart:
:ot::yto mp:!t fixing rates to the United States, but is a party fixing

a 11

Mr. ScCHWERIN. The Government is a party to the agreement fixing the
rates to the United States, so far as business may originate on the west
const of Central America and be destined to New York City, carrled over
the Panama Rallroad and the PPanama Steamship Line.

Mr. Harpy. The Government now eamters Into agreement with these
various companies as to rates from South American ports to New York?

Mr. Scxweris. Yes; and with us to New York.

Mr Haroy, And with you to New York?

Mr. SCHWERIN. Yes.

Mr. HanpY. Bo that your rates are agreed on except to San Francisco?

Mr. ScoWERIN, Yes,

Mr. President, I concede the possibility of oppressive tactics
and high rates as the result of these conferences, and no doubt
the effort to prevent monopoly might be aided by subjecting
these agreements to official supervision.

However, agreements of some kind are absolutely necessary
in order to conduct the business for the advantage of the public
and to prevent destructive competition among carriers by water,
Destructive competition would not only affect the earriers, but
it also would affect the shippers as well. It is very easy to see
the reason for that. A steamship line provides for sailings ac-
cording to the traffic. There are, of course, numerous daily,
weekly, fortnightly, and monthly lines. On nearly all the
great routes of the world there is a plurality of lines available
for the carrying of the freight.

Suppose there is a certain guantity of freight to be carried,
which may be represented by the figure 100, per month, and euach
boat earries or has a eapacity to carry 10 of those units, and
there are available 10 ships. What is the sensible thing to do?
Manifestly, to have them leave at intervals of three days. Sup-
pose they are managed on a competitive basis, that fierce com-
petition which so many persons worship and think is the essen-
tial condition of fair prices and the better accommodation of
the publie, what would the 10 boats do? Instead of sailing
at intervals of 8 days so that in 30 days each one of the 10
sails, making an interval very econvenient for the transaction of
business, each boat would wait at its wharf until. it eould snatch
enough of the traffic to make up a full cargo. Instead of regu-
Iarity of sailings and full cargoes for all the boats there would
be irregular departures, and some boats would have sufficient
loads and others would depart leaving cargo on the dock. In
the long run the publi¢ would have to pay for this uneconomie
conduet of business.

The authors of this report and the advocates of this bill, in
the utmost good faith, inveigh against these conference agree-
ments; but tell us, pray, how can you manage this in any other
way and meet the demands of the public? If the Government
goes into the business, is it going to run a line that will be
altogether outside of these arrangements? If so, disaster will
confront it at the very start. Not only does this necessity for
some concert of action exist on boat lines between the same
ports, but it is even more required in providing for the various
ports of the world with which there is no established line service,

Suppose, agnin, there are 10 ships which are available for
the South American trade; will they all run between New York




1915.

CONGRESSIONAL RECORD—SENATE.

1929

and Rio de Janeiro? That being the case, Rio de Janeiro will
be over supplied and other important ports, such as Montevideo
and Buenos Aires will have no shipping at all. Take another
feature of the situation. There are certain minor ports, on
the way where there is enough trade offered to make profitable
an occasional call, bnt boats would be run at a very serious
loss if all of them regularly stopped at each of these ports.
So owners of the lines come together and make an agreement
that one line will stop its boat at one port and another line
will stop its boat at another port. There is no other way in
which this business can be managed, and managed to meet the
demands of the shipping traffic, and conduct the business
economically,

So, instead of raising this outery against these agreements,
it is desirable that we, without any preconceived ideas or
theories in regard to competition or no competition, should face
the facts. The Government has faced the facts, and has itself
entered into consultation with the divers lines. That has been
a feature of the management of the Panama Steamship Co.
The Government, having itself engaged in these conferences,
. ought not those who favor this bill to revise their arguments as
stated in the report in which they placed this sweeping con-
demnation of all arrangements of this kind?

I find the language I have referred to on this subject in
volume 4 of the report of the Committee on the Merchant Marine
and Fisheries, a document to which I have already referred The
report is the result of an investigation of shipping combina-
tions, made under House resolution 587. I think I am not
making an extravagant statement when I say that at least a
very large majority of the members of that committee entered
upon this investigation with the belief that these conferences
were altogether wrong and should be abolished root and branch.
The recommendations, beginning on page 415, are as follows:

The facts contained in the foregoing report show that it is the almost
universal practice for steamship lines engaging in the American forei
trade to operate, both on the inbound and outbound voyages, under t
terms of written agreements, conference arrangements, or gentlemen's
understandings, which have for their principal purpose the regulation of
competition through either (l{ the fixing or regulation of rates; (2) the
apportionment of traffic by allotting the ports of salling, restricting the
number of sallings, or limiting the volume of freight which certain lines
may Carry; 33) the pooling of earnings from all or a portion of the
traffic; or (4) meeting the competition of nonconference lines. Eighty
such sﬁrecments or understandings, involving practically all the regular
steamship lines igerntmg on nearly every American foreign-trade route,
are described In the foregoi;agﬁ reg-ort. (For a full classification of these
agreements see Ep. 281 to of the report.) The report also presents
the economic advantages and disadvantages of steamship agreements
and conference arrangements as presented to the committee by steam-
ship-line representatives and the exporting and importing interests of
the United States. (For a full classification of the advantages and dis-
advantages see pp. 295 to 307 of the foregoing report.)

In formulating its recommendations it became apparent to the com-
mittee, In view of all the facts presented, that only iwo courses of action
were open for adoption. Either the agreements and understandings, now
so universally used, may be prohibited with a view to attempting the
restoration of unrestricted competition, or the same may be recognized
along lines which would eliminate axfsting disadvantages and abuses.
It is claimed that the adoption of the first course—the prohibition of
cooperative arrangements between practically all the lines in nearly all
the divisions of our foreign trade—would not only involve a wholesale
disturbance of existing conditions in the shipping business but would
deprive American exporters and importers of the advantages claimed as
resulting from agreements and conferences, if honestly and fairly con-
ducted, such as freater regularity and frequency of service, stability
and uniformity of rates, econo in the cost of service, better distribu-
tion of sailings, maintenance of American and European rates to foreign
markets on a parity, and equal treatment of shippers through the elimi-
nation of secret arrangements and underhanded methods of diserimina-
tion. (A classification of the advantages claimed as resulting from the
nforeinfntioned factors is presented on pp. 295 to 303 of the foregoing
report.

These advantages, the committee believes, can be secured only by per-
mitting the several lines in any given trade to cooperate through some
form of rate and pooling arrangement under Government sui)erﬂslon
and control. It is the view of the committee that open competition can
not be assured for any length of time by ordering existing agreements
terminated. The entire history of steamship agreements shows that in
ocean commerce there is no happy medinum between war and peace when
several lines engage in the same trade. Most of the numerous agree-
ments and conference arrangemenfs discussed in the foregoing report
were the outcome of rate wars and represent a truce between the con-
tending lines. To terminate existing agreements would necessarily
bring about one of two results—the lines would either engage in rate
wars which would mean the elimination of the weak and the survival
of the strong, or, to avoid a costly stm{;g!e, they would consolidate
through common ownership. Neither resull can be prevented by legis-
lation, and either would mean a monopoly fully as effective, and it is
believed more so, than can exist by virtoe of an agreement,

Mr. FLETCHER. I ask the Senator from Ohio from what
page of the report he is reading?

Mr, BURTON. I am reading from page 416, of volume 4, near
the bottom of the page. The report continnes—

Mr. SUTHERLAND. Mr, President, will the Senator from
Ohio permit me to ask him a question?

The PRESIDING OFFICER. Does the Senator from Ohio
yield to the Senator from Utah?

Mr, BURTON. Certainly. J

Mr. SUTHERLAND. I came into the Chamber in the midst
of the statement which the Senator from Ohio is now reading.
I should like to inquire what report it is from which the Senator
is reading?

Mr. BURTON. It is the report of the Committee on Mer-
chant Marine and Fisheries of the House of Representatives on
the investigation of shipping combinations. This report was
made in year 1913-14. Some of the volumes are printed in
1913 and some in 1914,

Mr. SUTHERLAND. Does it purport to be a unanimous
report from the committee?

Mr. BURTON. I think so. At any rate, if there is a minority
report, it favors, I think, more liberality in the making of these
agreements than does the majority report,

Mr. SUTHERLAND. Let me ask the Senator from Ohio a
further question. Do I understand that the report of the com-
mittee favors these agreements?

Mr. BURTON. Yes; it regards them as inevitable and favors
them.

Mr, SUTHERLAND. To that extent it favors them?

Mr. BURTON. Yes. I will restate what I have already said
for the benefit of the Senator from Utah, that it is my under-
standing the committee entered upon the consideration of this
subject with an almost unanimous opinion against this class of
agreements, but they nevertheless came to the conclusion stated.

Mr. SUTHERLAND. Let me ask the Senator if the agree-
ments spoken of in the report apply to the fixing of rates, dates
of sailing, and so on?

Mr. BURTON. Yes; to the whole subject.

Mr. SUTHERLAND. That is, do I understand that this com-
mittee in its report is in favor of allowing agreements to be
made between the shipping companies fixing uniform rates
which they shall charge?

Mr. BURTON. It favors allowing them to do nearly all the
things which they are now doing under governmental super-
vision by the Interstate Commerce Commission or some such
board as that.

Mr. SUTHERLAND. Does the Senator mean governmental
supervision on the part of the United States over the rates to be
fixed?

Mr. BURTON. I take it that would be the case at least on
lines which have regular schedules. I think their recommenda-
tion in that particular will appear in the course of the reading.

Mr. SUTHERLAND. Of course, that would only apply to
ships departing from ports in the United States?

Mr. BURTON. That is all it could apply to.

Mr. SUTHERLAND. It could not affect the rates on im-
ports?

Mr. BURTON. I think not, except on American lines.

Mr. SUTHERLAND. Does the committee take the view that
that could be done as well?

Mr. BURTON. That will all appear in the further reading of
the report; the report goes into that subject quite fully. It
continues:

Moreover, steamship agreements and conferences are not confined to
the lines engaging in the foreign trade In the United States. They are
as universally used in the foreign trade of other countries as in our
own. The merchants of these countries now enjoy the foregoing advan-
tages of ccoperative arrangements, and to restore open and cut-throat
competition among the lines serving the United States would place
American exporters at a disadvantage in many markets as compared
with their foreign competitors. H

That is an illustration of the extreme complication of this
question. If we forbid such agreements and other countries per-
mit them, it will inure to the benefit of foreignm merchants and
to the disadvantage of our own. The report continues:

Bteamship line representatives, as well as the patrons of the lines,
were almost a unit in emphasizing to the committee the importance
and necessity of the aforementioned advantages of agreements and con-
ferences and in asserting that these advantages can only be effected
by permitting the several lines in a given trade to cooperate in the
regulation of their rates and the e itious handling of their business,
Very few of the many exporters and importers who communicated with
the committee were opposed to agreements and conferences in them-
selves, provided they are fairly and honestly conducted. Many, how-
ever, objected to the secrecy with which agreements and conferences
are now conducted, and they stated that while the advantages must be
admitted they have no assurance and no means of knowing whether
the conditions claimed for agreements and conferences are always ful-
filled, A considerable number of complaints were also filed with the
committee objecting to excessive rates, diserimination between shippers
in rates and cargo space, indifference to the landing of freight in proper
condition, the arbitrariness in the settlement of just claims, failure to
give due notice to shippers when rates were to be increased, refusal to
properly adjust rates as between the varlous classes of commodities,
and the unfairness of certain methods—such as fighting ships, deferred
rebates, and threats to refuse shlp;;ing accommodations—used by some
conference lines to meet the competition of nonconference lines. Unfor-
tunately the truth of many of these complaints could not be ascertained
because of the confidential nature of the information furnished. As
pointed out in the report (p. 308), it seemed to be the general im-
pression among shippers who filed complaints with the committee that
the conference lines * so completely dominate the shippers with whom




1930 CONGRESSIONAL RECORD—SENATE.

JANUARY 20,

they deal that these shippers can not afford, for fear of retaliation, to
place themselves in a position of active antagonism fo the lines by
openly giving particulars of their grievances.”

It must of course be recognized, Mr. President, that any in-
vestigation conducted in that way is exceedingly unsatisfactory.
The secret complaints that are sent in can not be verified or dis-
proved, and the conclusions derived from such an Investigation
are necessarily more or less unsatisfactory.

While admitting their many advantages, the committee ig not disposed
to recognize steams agreements and conferences unless the same are
‘brought under some form of effective Government supervisfon.

Mr. SUTHERLAND. Mr. President, right at that point——

The PRESIDING OFFICER (Mr. MarRTINE of New Jersey in
the chair). Does the Senator from Ohio yield to the Senator
from Utah?

Mr. BURTON. Certainly. -

Mr. SUTHERLAND. Do I understand the Senator from
Ohio to take the position and to state the position of the com-
mittee from whose report he is reading to be that if these
agreements are permitted they should only be under govern-
mental supervision, and that that supervision would include the
regulation and perhaps, fo some extent, the fixing of rates?

Mr. BURTON. I would not go so far myself as to advocate |
the fixing of rates for ocean carriage, unless it be on certain

prescribed lines which are in an exceptional position. If you

seek to control the rates, for instance, on tramp vessels, difficul-
ties immediately arise. It would be Impossible to meet by fixed |

rulings the conditions which exist in this trade.

Mr. SUTHERLAND. Now let me ask the Senator——

Mr. BURTON. Let me conclude this first, if the Senator
please. It would be especlally impracticable fo fix rates with

permanency. Let me give the Senator from Utah an illustra-
tion: Suppose an effort is made to fix a rate from New York to |

Cape Town, It is fixed at a certain figure, and the public and
the shippers adjust themselves to that rate. A tramp boat
ecomes from Cape Town to New York with a very profitable
cargo—indeed, they make the trip because of that profitable
rate—and on the return voyage, if they can get a cargo, they
ean afford to carry it for very much less than the usual rate; it
would be a profitable transaction to do so. The freight might
be of a class that could be shipped to Cape Town provided it
were carried at a certain figure, but it would be unprofitable to
gend it if the rate were above that figure. Would any rational
system dictate that there should be a fixed rate in such a
case as that? A

Now, take the other side of the case. SBuppose, in the expec-
tation that freight from Cape Town to New York is abundant,
a boat sails for New York with a cargo. It could afford to
carry that freight at a very low rate, but would you say that
on the return voyage, the object of the round trip being prac-
tically to miake that return voyage, the boat must comply with
a specified rate? There are so many ramifications in the busi-
mess that it is not only impracticable to fix the rates as well as
“to fix them in advance, but to do so would not inure to the
benefit of trade or to the benefit of the shippers, either. T think
At is very clear that that would be the result.

Mr. SUTHERLAND. The Senator from Ohie is opening up
a very interesting phase of the subject; and I want, in con-
nection with what he has been saying, to agk him this guestion:
Does the Senator recognize that in sea traflic charges must
either be permitted to adjust themselves by the play of com-
petition, which, theoretically at least, will bring the charges
down to a reasonable amount, or that they must be regulated
by governmental interposition?

Mr. BURTON. Yes; I think that is the case. an fact, there
Jias been practically no governmental interposition even in
domestie traffic. Governmental control has been exercised only
when the traffic is part water and part rail. There is no regu-
Jation of mere port-to-port traffic, I think the time may come
when some form of Government regulation will prove desir-
able.

Mr, SUTHERLAND. If I correctly understand the Senator
from Ohio, he leans toward some degree of governmental regn-
lation of shipping rates?

Mr. BURTON. I think there should be at least a reasonable
public supervision of conference agreements.

Mr. SUTHERLAND. That brings me to the guestiou which
1 had in mind to ask the Senator from Ohio from the beginning :
but, as I understand, under the ruling which we have had I
am not permitted to indunlge in very much of a statement, T
shall ask the Senator, first of all, as preliminary to the gues-
tion I finally desire to ask him, whether or not he agrees with
the statement which was made by Mr. McAdoo recently in a
speech delivered before the Commercial Club at Chieago, IIl.,
jon Januoary 9, 1915, that—

‘Some timid peoﬁe have argued that if the Government is interested
as a stockholder In a shipping company, and s ship of such company

ghould be seized by a belligerent and brought into a prize court, the
sovereignty of the Government would be involved. There is mno
ground whatever for this view. If the Government operated ships out-
right, just as it operates the vessels of our Navy, an awkward situa-
tion of this character might arise; but where a nation is merely a
stockholder, or the sole stockholder, in a private corporation, its sov-
ereignty is not and can not be dltectlﬁ involved if the ships of such
a corporation become the subjects of litigation in a prize court con-
eerning any issue which does not involve the Government itsclf. The
Government would stand in relation to such a corporation exactly as
any individual stockholder does to a corporation in which he is inter-
esgedh re'hoﬁ\m suit against the corporation does not necessarily involve the
sha TS.

In other words, T ask the Senator from Ohio if he agrees
with what seems to be the view of the Secretary of the Treasury
that, if the Government goes into this business as a stockholder
of a corporation, the corporation woald then have no different
legal standing than any other private corporation engaged in
the same business?

Mr. BURTON. Mr. President, it seems to me we must go to
the essence of things rather than to the form. You can not say
that a steamship line organized on such a plan as this is the
same as a private corporation; there is a very material dif-

| ference,

Mr. SUTHERLAND. But assuming, for the sake of the arguo-
ment, that the position of the Secretary of the Treasury with
reference to this matter is correct—to which, I understand, the
Senator from Ohio does not care to commit himself—then I
ask the Senator from Ohio whether, in his judgment, the Gov-
ernment of the United States would not be in a very peculiar
situation, to say the least, if it undertook to regulate rates,
being itself an owner of a corporation vitally interested in the
business?

Mr. BURTON. It certainly would. ;

Mr. SUTHERLAND. And attempting to regulate rates that
must govern its competitor, and, in substance and effect, itself?

Mr, BURTON. Certainly, because the United States would
be an interested party, whether it owns steamships exclusively
or whether it is the predeminant stockholder in a ecompany that
owns steamehips. No juodge should sit in his own cause.

To continue reading the report—

To permit such agreements without Government supervision would
mean giving the parties thereto unrestricted right of action. Abuses
exist, and the numercns complaints received by the committee show
that they must be reeognized. In mearly all the trade routes to and
from the United States the conference lines have virtually a monopoly
of the line service.

In reading this report I do not wish it nnderstood that I
concur in it in its entirety.

“All monopolles,” as pointed out In the foregoing report (p. 804),
“are liable to abuse, and in our foreign carrying trade the monopoly
obtained Ia' the conference lines has not been subjected to any legal
control. ‘hile earriers by land are supervised and must conform to
statutory requirements in the matter of rates and- treatment of ship-

ers, steamship eompanies, throngh private arran ents, have secured
or themselves monopolistic powers as efective in many instances as
though they were statutory. Even gmuﬂnf the advanta claimed for
steamship conferences and agreements, all may be withdrawn in the
ahsence of supervisory control without the shlgpers having any redress
or protection. The lines are under ne legal obligation to continue these
advantages. They exercise their powers as private combinations and
are t;lullt to abuse the same unless brought under effective Government
con 7

The commiltee believes that the disadvantages and abuses connectad
with steamship agreements and conferences as now conducted are
inherent, and can only be eliminated by efective Government control;
and it is such control that the comrmittee recommends as the means of
preserving to Ameriean exporters and importers the advantages enumer-
ated. and of preventing the abuses complained of.

“The consensus of opinjon (see pp. 307 to 308 of the report),” as
expressed in the testimony of witnesses and In the numerons communi-
eations received by the committee from shippers, * is overwhelmingly in
favor of some form of Government regulation of steamship earriers
engaged in this country's foreign trade. Nearly all the steamship line
Tepresentatives who a red before the committee e themselves
as mot opposed to vernment supervision which reasonable and
which is limited to the requirements of full publicity and approval of all
agreements or arrangements which steamship lines may have entered
into with other steamship lines, with shippers, or with other carriers
and transportation agencies. On the other hand, the shippers who ap-

ed as witnesses or otherwise submitted recommendationg for pro-
posed legislation were in the great majority of instances favorable to
a comprehensive system of Government supervision sufficiently broad
to embrace the regulation of rates without actuoally fixing them, the
approval of contracts, agreements, and arrangements, and the general
supervision of all conditions of water transportation which vitally
affect the interests of shippers. While few of the shippers who com-
municated with the co ttee by letter (and the same may be sald of
witnesses) .attempted to specify the details of their recommendations,
they are almost a unit in stating that they are convinced of the de-
girability of having the Interstate Commerce Commission, or a similar
commission, exercise a general supervisory power over foreigm water
carriers and enforce among the conference lines at all times the varions
contentions which they have claimed for themselves during the hearings
before the committee. It is nmewortggnthat only five of the many
communications received by the ecommi , which were unfavorable to
steamship a ments and conferences as now conducted, display an
attitude of hostility toward Government rezulation. In fact, many of
the communications received from shippers make it clear that the
writers regard the contentions of the conference line representatives as
advantageous to shipper and shipowner if they are honestly and fairly
carried out, but state that their experlence has been to the effect that
once the combination of lines is established it is apt to be used in an




j———'——‘

1915.

CONGRESSIONAL RECORD—SENATE.

1931

arbitrary and unfair way by favoring some large corporation or friend
to the detriment of other shippers. uch diseriminations and arbitrary
treatment, it is belleved, can only be eliminated by the establishment
of some lega]ly constituted authority which is em?owered to hear com-
plaints and to order the discontinuance of abuses.”

Relative to such supervisory control by the Government of steamship
carriers In the foreign trade of the United States, the committee offers
the following recommendations :

I ask especial attention to these recommendations:

(1) That navigation companles, firms, or lines engaged in the fore
trade of the United States be brought under the supervizion of the
Interstate Commerce Commission as regards the regulation of rates,
the approval of contracts entered into with other water carriers. with
shg:pers. or with American rallroads and other transportation agencies,
and such other conditions of water transportation as affect the interests
of nhlﬂ:ers. The committee has had under consideration the recom-
mendation of a separate commission for this purpose, but belleves that
in view of the close relations existing between rail and water trans-

rtation it would be best {o intrust the supervisory control to the

nterstate Commerce Commission. If found necessary in view of the
added duties involved in the extension of the Interstate Commerce
Commission’s jurisdiction to water transportation In accordance with
the recommendations to follow, the committee fuorther recommends
that the membership of the commission be enlarged.

(2) That all carriers engaged in the fore trade of the United
States, parties to any agreements, understandings, or conference ar-
rangements hereinafter referred to, be required to file for approval
with the Interstate Commerce Commission a copy of all written agree-
ments (or a complete memorandum if the understanding or agree-
ment is oral) entered Into. (1) with any other steamship companies,
firms, or lines engaged directly or indirectly in the Amerlecan trade,
or (2) with American shippers, railroads, or other transportation
agencies. All modifications and canecellations of such agreements or
understandings as may be made from time to time should also be
promptly filed. The commission should be empowered to order can-
celed any such reements, or any rts thereof, that it may find
to be discriminating or unfalr in racter or detrimental to the
commercial interests of the United States.

(3) That the Interstate Commerce Commission be empowered to
investigate fully complsints charging the unreasonableness or un-
fairness of rates or to institute proceedings on Its own initiative and
to order such rates changed if convin that the rate under con-
gideration §s onreasonably high or discriminating in character as
between shippers or ports or between exporters of the United States
and their foreign competitors, and fo order restitution to shippers
of all sums collected in excess of reasonable rates. This ‘recom-
mendation is also intended to extend to the supervision of frelght
classifieations used by the lines, and the investigation of complaints
charging refusal on the part of any carrier to properly adjust the
rates between classes of commodities.

The committee realizes that the steamship business differs essen-
tially from that of the rallroads (for those differences see pp.
311 of the report), and that it might prove Injurious to both ship-
owners and American exporters to require the lines to file their rates
and not be permitted to lower the same untll after a stipulated perlod
of notice to change rates had been given. On the other hand, the
committee feels that, in the absence of Government control, steamship
combinations may In many Instances have It within their power to
arbitrarily ralse rates to an unreasonable degree, both as regards the
general level and in the case of partleular commodities; or, if they
80 desire, to fail in maintaining rates from the United dtnt.es to for-
eign markets on a parity with those from other countries. It is not
the purpose of this recommendation to prevent steamship lines from

romptly lowering their rates to meet competitive conditions and thus
o favor American exporters, who, in competing with foreign markes
often find it necessary in order to close thelr contracts to bave quo
an immediate and favorable rate; but the purpose of the law should be
to protect the shipper against any unreasonably high rate which the
ecombination lines may have within their r‘:Jower. by virtue of thelr
agreements and conference arrangements, arbitrarily to lmpose in the
absence of Government supervision and control.

(4) That rebating of frelfhht rates to shligpern be made illegal and
that, with due regard to e progg load! of the vessel and the
tonnage avallable, discrimination ween shippers or ports, in the
matter of rates and ce accommodations, be prohibited. In this
connection it is the belief of the committee that water carrlers should
be required to charge equal rates to all shippers, irrespective of the
volume of freight offered for shipment.

' (5) That the Interstate Commerce Commission be empowered to
investigate fully all complaints (or to undertake such investigation on
its own Initiative) charglnf (1) failure on the part of any carrier to
give reasonable notice of increase in rates, (2) unfair treatment of
shippers in the matter of eargo space and other facilities, (sl) the exist-
ence of discriminating or unfalr contracts with certain shippers, and
(4) unfairness in the settlement of eclaims and Indifference to the
landing of freight in proper condition. In this connection the commis-
sion should be empowered to order the discontinuance of all unfair
or discriminating practices which it may find to exist, and to adopt
whatever measures it may deem necessary to protect the complainant

agalnst retaliation.
ships " and deferred rebates be pro-

(6) That the use of * fightin
hibited in both the expor% atuf import trade of the United States.

Moreover all carriers should be prohibited from retaliating against any
shipper by refusing space accommodations when such are avallable, or
bﬁ resorting to other unfair methods of discrimination because such
shipper has patronized an independent line or has filed a complaint
chargin'gbuntnir treatment, or for any other reason.

(7) at adegnate penalties be provided to correct and prevent the
abuses hereinabove set forth.

That which follows pertains to the domestic trade, and so is
not applicable here.

I do not believe all the recommendations of this committee
would prove practicable. T think what they propose involves a
minuteness of control over shipping, based on the analogy of
control over railroads, which will be found to be impossible
without seriously hampering the business, I have read this,
as an expression of the views of a committee of the House of
Representatives, to show that there is another way than that
proposed by this bill of taking care of conference agreements

and providing fair rates. I have read it, also, as a contradie~
tion of the sweeping condemnation of conference agreements
contained in the reports and speeches in favor of this bill. It
may be all very well in theory to oppose them, but it has proved
utterly impracticable; and the Government of the United States,
through its officials, has sent its representatives to London, and
has engaged in conferences with other lines.

Why, Mr, President, I wonder what would happen if this
Government went into the business on the scale proposed by
this shipping bill? I am afraid it would be working at cross-
purposes; that, side by side with the unanswerable, the power-
ful arraignment of *big business” which we so often hear,
much of which s deserved, we should find the Government
itself in ‘““big business,” doing the same things, following the
same paths which have been so frequently denounced in the
Hall of the Senate and the Hall of the House of Representa-
tives. Save us, Mr. President, from that day. Let these de-
nuncidtions go on in full force, colored with eloguence. Let us
not have a situation under which it would be possible for some
one to rise in his place and say, “ Why, your Government is
doing just the very things you are denouneing.”

I say this becfugse many of us are fond of that type of oratory,
and I am net endeavoring to stop its flow. The Government
has gone and will have to go into conference agreements, other-
wise it would be unable to do business profitably for itself or
for the benefit of shippers.

Passing from this inguiry, Mr. President, I now come to
another.

Mr. TOWNSEND. Mr. President——

The PRESIDING OFFICER. Does the Senator from Ohio
yield to the Senator from Michigan?

Mr, BURTON. I shall be glad to yield for a guestion.

Mr. TOWNSEND. For a question; yes.

Mr. BURTON. Of course, that is understood. The Senator
from Michigan may not understand that there seems to be in
vogue to-day a certain degree of striciness in the enforcement of
the rules, which has not been the recognized custom in the past.

Mr. TOWNSEND. I understand; and my object is to ask a
question, which I shall endeavor to make as clear as I can.

As I understand, one of the objects of the advocates of this
bill is to enlarge our merchant marine, the President’'s message
stating that we are lacking in ships for carrying abroad the
commerce of the country. I should like to ask the Senator if
he thinks, considering everything, that if this bill is passed it
will increase our merchant marine, having this fact in view:
Either the Government will have to go into all of the carrying
business or else ships will have to be built sufficient to carry
the commerce. In other words, the object is to encourage ship- .
building. Does the Senator believe that the great capital which
is necessary in the construction of ships could be obtained from
any source for private enterprise if that capital understood that
the Government was to enter into competition with the boats
after they were constructed, understanding, further, that the
whole object of Government ownership of the boats is to reduce
the rates, which the President insists are unduly high at the
present time? Does the Senator believe, I say, that ships could
be built outside of those constructed by the Government, and,
therefore, would the merchant marine of this ecountry be en-
larged, as indicated by the proponents of the bill?

I ask this question because it seems to me that it really goes
to the vitals of the whole project; for, as I understand, the
President and those who advocate this measure do not intend
that we shall continue permanently in the shipping business,
but that we are to get out of it at some time. The question
comes up, Who will take the ships that the Government owns if,
as the Senator says, and as I believe to be true, they will have
to be operated at a loss if operated at all?

Mr. BURTON. Mr. President, I have already dwelt some-
what upon that subjeet ; but perhaps it ean not be too frequently
discussed, because it is of the most vital importance.

I feel sure that the threat of this bill has brought a paralysis
upon private investment in the building or the purchasing of
ships, and that it will continue until the question is decided,
and that if the Government does go into the building of ships
there will be a cessation of investment by private enterprise in
shipping property. The greatest source of discouragement will
be the uncertainty. We take it for granted here that rates are
going to be lowered. Perhaps they will be; I presnme they will
be even at the expense of the taxpayer; but suppose they are
not. How does any private owner know what the Government
is going to do? Suppose capitalists at Savannah thought of put-
ting on a line to carry the cotton of Georgia and the South to
Europe. They might estimate the cost and find that it would
be profitable. Possibly they would conclude to add the carrying
of passengers, so as to give to the city new advantages and
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new distinction. But along comes this proposition. Here is
the Government of the United States proposing to go into the
shipping business, and they do not know but that the boats will
run right along parallel with the line they are projecting. No
man would feel safe either as to the scale of rates or the
route such boats would establish.

I can not too often bring to the attention of the Senate what
I have already said, that the effect of this proposition has
already been felt in the country. Something like 101 boats en-
tered American register soon afier the passage of the bill of
last August providing more favorable terms. Are any of those
boats being taken over now? How many, as compared with
the 101, have been given American register in the last two
months, since the agitation for this bill began, and especially since
it has been known that the administration seems to insist upon
it more than upon any other measure before this Congress?
When people feel that a reckless competitor may enter the
field, with the Treasury of the United States behind it, and en-
gage in a business which heretofore has been left to private
enterprise, who is going to invest? Who has invested? That is
the practical test. I think, if all the faects were brought out—in-
deed, I know, Mr, President—that options would have been sought
upon shipping that would cost as much as $40,000,000, the
amount initially provided in this bill, which would be brought
under American register if there were any assurance that this
bill would not be passed. That is the situation.

I think that answers the second branch of the Senator’'s
question as to what would result.

Mr. DU PONT. Mr. President—

The PRESIDING OFFICER. Does the Senator from Ohio
yield to the Senator from Delaware?

Mr. BURTON. I yield for a question.

Mr. DU PONT. I should like to ask the Senator from Ohio
what, in his opinion, would be the effect on the present situa-
tion, assuming that there is a dearth of ships to carry our prod-
ucts abroad, as claimed, if the Government were to guarantee
for a term of years a reasonable subsidy to private individuals
for carrying the mails?

Mr, BURTON. For carrying the mails alone?

Mr. DU PONT. For carrying the mails, or possibly for other
purposes. That would depend largely upon the amount of the
gubsidy or the particular conditions involved.

Mr. BURTON. The carrying of the mails is one thing and
the carrying of freight is another. For carrying the mails good-
sized boats of high speed are needed that ply on established
lines between certain ports.

The assistance of boats for the carriage of mail means one
. thing. It means, of course, an improvement in the passenger
communication between the two countries. It means an im-
provement in quickness of communication. It may facilitate
the transportation of the higher grades of freight. But that is
not the problem which is troubling us just now, The problem
is how to supply boats of a carrying capacity of, say, 10,000
tons, of 10 or 12 knots’ speed, for the carriage of ordinary
freight, which can be operated at far less cost than the faster
boats. For instance, with the most improved type of quadruple-
expansion engines a boat of this character can be operated on a
consumption of 25 tons of coal a day. That amount would
hardly kindle the fire under the boilers of the Maurefania.
What we want is that class of carriers, not expensively built,
which can be operated cheaply.

I do not say that there might not be an improvement in mail
communication. I think perhaps the greatest need in that re-
gard is on the Pacific coast. There is fairly good provision
already on the Atlantic coast to South America and to other
countries. There is pretty good communication from San Fran-
cisco, directly or indirectly, to New Zealand, Australia, China,
and Japan. 8o, to come to an answer, I am not ready to con-
cede that a subsidy to mail steamers is required.

Mr. BRISTOW. Mr. President—

The PRESIDING OFFICER. Does the Senator from Ohio
yield to the Senator from Kansas?

Mr. BURTON. Yes.

Mr. BRISTOW. Let me inquire of the Senator if it is con-
clusive, as the Senator seems to demonstrate, that these lines
could not be profitable as an investment, and, if there are
already available sufficient ships to carry the available com-
merce, what interest is to be served primarily by the purchase
of these ships, in the opinion of the Senator?

Mr. BURTON. Under present conditions there is perhaps
not sufficient shipping to carry the commerce of the country,
for the perfectly obvious reasons so often stated. But as to
the other part of the Senator's inquiry, as to how they are going
to get any additional ships, the only way, so far as I am able
to judge, is by taking chances on questions of neutrality,

Mr. BRISTOW. Mr. President, again, if there are not a
sufficient number of ships to carry the commerce now available,
wherein does this bill help that condition? It does not provide
for the construction of any additional ships.

Mr. BURTON. T do not see that it does in any particular
whatever.

Mr. BRISTOW. Mr. President——

The PRESIDING OFFICER. Does the Senator from Ohio
yield further to the Senator from Kansas?

Mr. BURTON. Certainly.

Mr. BRISTOW. In view of the fact that 49 per cent of the
stock of the company which owns the ships is to be held by
private individuals, and that stock may be in the hands of for-
eigners as well as Americans, as I understand it, in what way
will that avoid the violation of any laws of neutrality that can
not now be avoided? Does not the 49 per cent make these ships
subject to all the laws of neutrality that will apply to any line
in private ownership? .

Mr. BURTON. I think it certainly would. They would hava
the same rules applied plus a very great embarrassment, be-
cause it would appear, if one of these ships owned by this cor-
poration carried contraband, that the Government itself was in
complicity and a sort of partner. No advantage, but a further
dis?d\-antage, arises from the greater possibility of compli-
cation.

No question in connection with this whole bill causes me
quite so much perplexity as that of the status of a line owned
by the Government in relation to questions of neutrality. The
framers of the bill, recognizing this situation, have proposed
amendment to the effect that they be regarded as private ships.
But you can not by writing into the bill a declaration of that
kind relieve it of its substantive reality.

Mr. BRISTOW. Mr. President——

The PRESIDING OFFICER. Does the Senator from Ohio
yield further to the Senator from Kansas?

Mr. BURTON. For instance, if the Senator will permit me,
if a private shipowner carries contraband out of the United
States to a port in Europe, he takes his chances. If he is cap-
tured, he forfeits his cargo, at least; but the act of a private
individual in carrying contraband does not imply an act of
hostility on the part of the Government. If, however, the Gov-
ernment of the United States should do anything of that kind,
it would be an act of hostility. There is a very wide distinetion
between the neutral duty of a State and that of a private
individual.

Mr. BRISTOW. Now, let me inquire again. Suppose one of
those ships is under suspicion by one of the belligerent powers
and violates, according to its interpretation, the laws of neu-
trality, and is taken. What would be the obligations of our
Government go far as that ship is concerned?

Mr. BURTON. If we are to accept the declaration that these
ships would have the same status as private ships, there is no
distinction in the course the Government would pursue. That
there would be a practical difference involving the sovereignty
of the United States it seems to me nobody can deny.

Mr. BRISTOW. Let me inquire again: Suppose one of these
ships should be found to have on board contraband material,
and that it should be taken into a prize court and be confiscated
and sold, that would be the property of the United States; at
least 51 per cent of it. What, then, would be the policy of oar
Government in regard to that transaction?

Mr. BURTON. The cargo, as the Senator from Kansas knows,
might be confiscated and not the ship. A condition of irritation
at least between our country and the country making the cap-
ture would be created which would not be created in case of a
mere private ship.

Mr. BRISTOW. Suppose the ship was confiscated and sold,
what accounting would be made for the investment the Govern-
ment has in that property?

Mr. BURTON. That depends on their system of bookkeeping;
but the loss would fall on the taxpayer.

Mr. BRISTOW. And if a claim was made for indemnity, that
would be made against the foreign Government?

Mr. BURTON. Against the foreign power that condemned it.

Mr. BRISTOW. Suppose that was resisted? :

Mr. BURTON. We have, of course, now a treaty with Eng-
land and France under which any matter of that nature must
be referred to a commission of inquiry, and that commission of
inguiry must make a finding. The finding of the commission of
inquiry is not final on either of the parties, but there must at
any rate be delay until it renders its decision. In any event, it
would endanger our peaceful international relations.

Mr. BRISTOW As I understand the Senator, there are
not now, in his opinion, a sufficient number of ships to handle
the commerce?
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Mr. BURTON. Not available, -

Mr. BRISTOW. May I inquire further if the ships belong-
ing to belligerent powers that have been driven off the seas
because of this war were again put into the service, there would
be abundant shipping?

Mr. BURTON. There would no doubt be abundant shipping.

Mr. BRISTOW. Does the Senator understand this to be a
scheme, then, by which it is sought to evade the laws of neu-
trality by involving our Government in this controversy between
European powers?

Mr. BURTON.. I have no exceptional means of judging of
the motives of the framers of the bill. That may have been
the purpose. s

Mr, BRISTOW. Then, if the Senator will permit another in-
quiry, if it is not for the purpose of evading the laws of war
which have driven these merchant ships off the sea and thereby
bringing them back into activity, what is the purpose of this
legislation?

Mr, BURTON. To be fair to the other side, I suppose they
had hoped in some way to lower freight rates.

Mr. BRISTOW. Baut, if the Senator will pardon me——

The PRESIDING OFFICER. Does the Senator from Ohio
yield further?

Mr. BURTON. Certainly.

Mr. BRISTOW. The Senator does not answer the gquestion I
am getting at. If there are not sufficient ships now available
because of the war, this is a means sought to bring into active
commerce ships that ean not engage in commerce now?

Mr. BURTON. The interned ships, you mean, which have
been driven from the sea?

Mr. BRISTOW. Driven from the sea. Is it not the purpose
of this bill to bring those ships out and put them into the com-
merce of the world, a commerce which they can not now engage
in? If that can not be done without violating the laws of
neutrality, then how is this bill to secure any additional ships?

Mr, BURTON. In no other way. There is no way to secure
ships which private owners could not secure; at least I see
no other way. If anyone should think of another way, I would
be glad to have him state it. DPractically every available ship
except those interned is engaged in trade now.

Mr. GALLINGER. Mr. President—

The PRESIDING OFFICER. Does the Senafor from Ohio
yield to the Senator from New Hampshire?

Mr. BURTON. Certainly.

Mr. GALLINGER. I will ask the Senator if it is not in

contemplation that the Government may build ships, but inas-
much as private parties can not build ships in competition
with those built in foreign shipyards, as it notoriously costs
the Government more to build them than it costs private
parties, is there any probability of the Government building
them?

~ Mr. BURTON. That proposal does not seem to me practical;

«certainly not as a means of meeting an emergency. In the

first place, a year would be a short time in which to build any
ship that would be suitable for this trade. It is more likely
that it would take 18 months. Who knows but that the war
will come to an end before that time? Events might occur
which would release all the ships that are interned.

. Then, again, as the Senator from New Hampshire [Mr.
Garrincer] has suggested, if the Government goes into this
business of building ships it must do it on an immense scale,
because private parties are not going to build contemporaneously
with them.

~ Mr. President, I am speaking earnestly on this subject, and
I am afraid I am speaking so long as to weary the Senate,
but it is because I have very decided convictions that this
measure is wrong. The reason that was given for it in the
first instance—empty markets in South America, lack of ship-
ping to South America—has been proven to be based on an
absolute misconception of conditions there. There are no
empty markets. It is not lack of shipping, it is lack of finance,
lack of credit, lack of means for conducting exchanges.

I will now take up another branch of this inquiry, and I may
say, I have already spoken on it, and I will refer to it only
briefly :

“7. Will boats be required to follow definite routes; that is,
will the plan be to establish a line of steamers with regular
schedules, or will the steamers be left free to accept charters at
will? If so, will they not engage in the world's random trade
and not offer any definite assurance of promoting American ex-
ports and imports?”

Is the Government going to put on a line of tramp steamers or
is it going to put boats on regular lines? How can the Gov-
ernment go into this business unless it goes to all the ports of
the United States and makes arrangements for terminal facili-

ties? Everybody knows that that would be practically im-
possible. If these boats are put on regular lines, say, between
New York and Liverpool, what would happen? The chances are
that under present conditions they would not have anything to
do. They would find that business fully provided for, that ships
are available. Possibly the plan would be adopted of pulting
down the rates and making them unprofitable; but even all the
ships that could be purchased with $40.,000,000 could not furnish
facilities for freight and passengers between the United States
and the United Kingdom; and the effect of such a line would be
almost nil.

Now, suppose you do not do that. Suppose they ply here and
there, wherever a port may be selected. It is unthinkable to
me, in the first place, that the Government of the United States
is going inte the business of managing tramp steamships. But
suppose, with watchful eye, this shipping board undertakes to
look all over the United States to determine where ships
are needed and send them where the trade requires. When you
come to the practical management of that undertaking it will
not prove easy. Suppose there is a boat at New York and the
demand for tonnage is most pressing at Seattle. Will you send
your boat from New York around to Seattle? More and more
boats tend to run along established lines. I made reference a
few days ago to ships which are termed “glorified tramps,” which
were originally wont to take charters and freight wherever they -
conld obtain them, from one port to another, and go on the next
voyage with no certainty, but which finally developed certain
routes and approximate to the condition of regular lines,

If it is impractical to operate tramp boats, again I ask along
what regular lines will they be operated, for it is perfectly
manifest that only a small part of the trade can be cared for,
Will the administration favor one part of the country to the
exclusion of others? Are you going to leave the Pacific coast
alone and provide lines of Government boats from the Gulf to
the Atlantic ports? Are you going to pick out Portland or Nor-
folk or some favored port and send your boats out from that
port? Will it not be true that every other port in the country
will have reason to complain?

Under normal laws of trade boats will go in accordance with
the demand and supply and the problem will settle itself. But
with a political board subject to the importunity of com-
munities, of business men and politicians of influence, I can not
conceive how such a line counld be managed,

Mr. SHERMAN. Mr. President—

The PRESIDING OFFICER. Does the Senator from Ohio
yield to the Senator from Illinois?

Mr. BURTON. I do.

Mr. SHERMAN. I inquire if the Senafor has any informas-
tion as to the tonnage from south Atlantic and Gulf ports as
compared with north Atlantic and Pacific ports?

Mr. BURTON. I do not believe I could give that. It may
be found, however, in the Statistical Abstract. Of course New
York in its foreign tonnage, especially in value, is far ahead of
any of the others. I should suppose that tonnage shipped out of
Norfolk would come next on the Atlantic coast, although I do
not know. Philadelphia may be almost up to New York,

Mr. SHERMAN. May I make a further inquiry?

The PRESIDING OFFICER. Does the Senator from Ohio
yield further?

Mr. BURTON. In fact, T have not the figures for foreign
tonnage in mind.

Mr. SHERMAN. That could be ascertained very readily by
refering to the reports?

Mr. BURTON. Yes. The tonnage is much larger, of course,
on the north Atlantie than it is on the south Atlantic or the
Gulf. That does not mean, however, that the south Atlantic
and the Gulf tonnage is not very important, because it is largely
of cotton, a valuable product.

Mr. SHERMAN. May I inquire——

The PRESIDING OFFICER. Does the Senator from Ohio
yield further?

Mr. BURTON. Certainly.

Mr. SHERMAN. In the event of the close of the European
war there would be a very great release of ‘export cotton,
That would call for considerable carrying capaeity outward
bound for the Old World. Does the Senator think that a
shipper in Philadelphia or New York would be likely to get
any of the Government carrying capacity for merchandise as
against cotton in this administration?

Mr, BURTON. I really do not know. I presume the londest
complaint has come from cotton shippers. If there is anyone
who is gifted enough to manage such a shipping board without
complaint, not merely loud but deep, coming up from all over
the United States, that man is entitled to admiration. It
simply can not be done, and it shows the absurdity of trying to
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settle by a Government board what the custom of generations
has left to the great law of supply and demand. What is the
reason why a cotton cargo is so scarce? It is not g0 much the
lack of boats. There is a very general misapprehension on that
subject, because at the beginning of the war the German and
Austrian demand for cotton was shut off, and the English
spinners got together and decided they would not purchase
any. That is one-reason.

I have a letter here showing that a vessel was waiting down
at Galveston for a cargo. She could not get it, and went off
elsewhere. This information comes from a shipping agent at
Galveston. In this connection I will read from a letter written
in the form of questions and answers as follows:

Q. Will you kindly advise me to what extent the exportation of cot-
ton and grain has been interfered with by the war, and whether it has
been possible had the demand existed to send out greater quantities of
cotton than have gone?

A, The exportation has been materially interfered with by the war,
but we believe prinzipally through the disorganization of financial
channels in August and September. Infinitely more could have been
sent out had the demand existed. We may cite the case of steamers
which left here in ballast because no cargo was to be had, although
they offered to take eargo at rates lower than current in July before
the war broke out. The steamship Barrington Court proceeded in bal-
last through the Panama Canal to Portland, Oreg., to load a cargo of
wheat for Europe,

It was there in Galveston ready to take on wheat or cotton or
any other cargo that presented itself, but this disposition of the
English buyers not to buy cotton and the closing of the German
market prevented her from making the trip. Since then Ger-
man buyers have been eager to purchase, but there exists a
mined water route, a fact to which I have frequently referred;
and I do not see how a boat could carry a cargo of cotton to
Genoa and then ship it by rail, owing to the expense of the rail
shipment.

Mr. KENYON. I wish to ask the Senator from Ohio—I know
he dislikes to have his time taken up by questions——

Mr. BURTON. I am glad to yield to a question at any time,
either from the Senator from Iowa or from any of my colleagues.

Mr, KENYON. The argument the Senator was making as to
localities and the difficulty invelved in this matter because of
the political aspect seems to me a very powerful argument. I
should like to ask his opinion as to substituting for this board,
consisting of the Secretary of the Treasury, the Postmaster
General, and the Secretary of Commerce, some kind of a non-
partisan board to handle the matter, such as the Interstate
Commerce Commission. Would that to any extent minimize the
dangers which the Senator has pointed out?

Mr. BURTON. I do not think it would at all change the
international phase of the question. As to the working condi-
tions of the board, the Senator from Iowa can tell just as well as
I. It is that old guestion between a nonpartisan board or a bi-

rtisan board and a strictly political board made up of officials
of the Government, such as Cabinet officers. There are certain
advantages both ways.

Mr. KENYON. The Interstate Commerce Commission, at
least until recently, has been supposed to be safe from any
Influences of any character. It hus been my thought that there
might be a board similar to that, which would be nonpartisan,
that could deal with this matter without some of the objectiong
to which the Senator from Ohio has alluded.

Mr. BURTON. So far as the domestic question is concerned,
I think it would be less likely to be subject to political influ-
ences, because presumably neither they nor anyone who would
appoint them is liable to be a candidate for office. They would
not then be under supreme obligations for political favors; but
it does not seem to me that a change in the board from three
Cabinet officers to a nonpartisan commission of four would
make any very vital difference in this proposition.

Mr. KENYON. Would it not be better, in the Senator's
opinion, than the present plan suggested in section 67

Mr. BURTON. As between two evils, I would be inclined to
prefer the lesser. I do not say that either of these boards
would be an evil; I should have the highest esteem for those
whom this bill contemplates for appointment and for such
other board as might be chosen. But the system is wrong; the
bill is vicious, and you ecan not cure its defects by creating a
nonpartisan board to enforce it.

Of course the Senator from Iowa knows that that very same
question arose in regard to the Federal Reserve Board. Some
desired a majority representation of one party and a minority
representation of another party; but, after full consideration,
it was decided that it would be best to entirely eliminate the
question of politics and appoint men because of their qualifica-
tions. That is somewhat different from this, because here these
three Cabinet officers, who are proposed—— :

Mr. JONES, Mr, President—

-

Mr. BURTON. I yield to the Senator from Washington.

Mr. JONES. Is it not true that already very serious charges
have been made against the Federal Reserve Board on account
of polities?

Mr. BURTON. I am not yet ready to believe those charges.

Mr. JONES. I do not ask the Senator to say whether or not
he believes them. I simply asked, Have mnot charges been
made, and some of them from quite responsible sources, too?

Mr. BURTON. Yes; I think that is so. Some one has written
me saying that that board assessed one of the regional banks
$50,000, and they could not see what good the $50,000 had done.
I suppose it was to pay the expenses incident to organization.

Now I come to another question which is most vital. From
what source is the Government to secure these ships? If by
construction, can they be secured soon enough to relieve the
so-called emergency? If by purchase, then from whom?

Where will the Government get these ships? If there are any
foreign ships that can be obtained without the violation of neu-
trality, every one of those is available for purchase by private
capital, and options have been taken not only on single boats
but on whole lines of boats—which have not been accepted
because this bill is pending.

Talk about stimulating our merchant marine—stimulating it
and making it easier for the farmer. Instead of helping the
American flag on the seas, instead of helping the farmer and the
exporter, you have put the worst obstacle in the way of them all
by proposing a system of ownership which frightens away pri-
vate enterprise, which promises inefficiency, and to which apply
all of the deficiencies of public ownership and public operation.
Where are you going to get the ships? If they are available
anywhere, private enterprise will take them or their owners
will bring them here.

The first day I made some remarks on this subject I sought to
show the effect of one very important factor in this situation;
that is, the reluctance of steamship owners, even in the face of
the promise of higher rates and larger cargoes, to withdraw
their ships from established routes, such as the lines to China,
to Japan, and to India. Probably there is now-a surplus of
boats plying on those routes; there are probebly more boats
going to Cape Town than are needed, and some boats running
to South America have not yet decided to withdraw from that
frade in order to engage in traflic with Europe; but if conditions
there continue private owners will likely transfer their ships ‘o
other routes. Suppose, however, you went to one cf those
private owners and said: “ We want to buy your boat; you have
a ship that is plying to South Africa, and we wish to buy it,”
what would he immediately do? The bullish side of the ship-
ping market is now apparent, He would ask an enormous price
for it, charging perhaps double what he would have charged six
or eight months ago.
~ There are a certain number of ships in the world. The ques-
tion is how to get them into operation. Will the Government,
with its red tape and its bureaucracy, make these shipping units
more effective than can the men who have made it a life work
to manage them? The question suggests its answer.

Shipping is not like a business in which the Government has
been engaged and which it has controlled for years, as it has
the post-office business. Here, in the winking of an eye, it is
proposed to enter this field and to place officials who have never
engaged in the shipping business in charge of a $40,000,000 cor-
poration created to buy and operate ships. Whoever knew a
great enterprise of that kind to succeed when placed in untried
hands? When I say this I am not speaking disparagingly of
the Secretary of the Treasury or of any of the other Cabinet
officers. They simply would be called upon to assume a respou-
sibility which they mever ought to be asked to assume. They
must enter, without either training or experience of any kind,
upon the management of a business, highly specialized, requir-
ing particular skill and experience.

And if they secure the ships, how are they going to operate
them more efficiently than those who have made it a life work?

Remove the threat of this bill, either by defeating it here or
by its withdrawal, and that energy manifested by the purchase
of more than a hundred boats will be again enlisted. The in-
vestors who are driven from the field now will enter it a second
time, Those men who went to shipyards and asked, “ At what
price can you build boats?’ and who were intending to make
contracts, but who have given up the project, will go back to
the shipyards and renew their negotiations.

You will never restore the American flag to the seas by any
such artificial measure as this. I feel that I can speak with
peculiar frankness, because I have always opposed a ship sub-
sidy. Several times there have been close votes on that propo-
sition in the House and in the Senate, and I believe one time a
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sull:}sidy bill actually passed both Houses, but did not become
a law. -

Mr. GALLINGER. Mryr. President——

Mr. BURTON. BSometimes such a bill passed the Senate but
did not pass the House. I really regret that in speaking of this
matter I have touched a sensitive nerve of my friend from New
Hampshire [Mr. Garuinger], for whom we all have the highest

esteem.

"~ Mr. GALLINGER. No; I was simply going to call the atten-
tion of the Senator to the way in which the bill to which the
Senator has reference was defeated after it came back from the
House with an amendment; but I will not take the time now to
do so. ) :

Mr, BURTON. I believe it was near the close of a session.
The Senate deliberated for some little time on the subject, and
the bill failed. That, I think, is the fact.

Mr. SUTHERLAND. Mr. President—

Mr. BURTON. Nor are you going to restore the American
flag to the seas by this measure, which is infinitely worse than
the other, Under a subsidy plan you at least know who your
beneficiaries are. It is a plain, honest, straightforward method
of attempting to do something though, I think, in the wrong
way. You know who will get the benefit of what your Govern-
ment is doing. Under this plan of buying boats, fixing char-
ters, sending them to this or that port of the country, and with
this or that kind of a product, nobody knows who are the bene-
ficiaries. It is all under the control not of a general law but of
a corporation, and about the nearest to a fake corporation of
any of which I have known in a long time. Now I shall be glad
to yield to the Senator from Utah.

Mr. SUTHERLAND. Mr. President, I wanted to ask the
Senator from Ohio, in connection with what he has been saying
as to the difficulty of securing ships, whether or not he thinks
if the Government of the United States, through the instru-
mentality of the corporation which is to be organized, secures
ships to go into the foreign trade, the Government would have
any less difficulty than private owners are now having in
securing facilities in foreign ports for unloading the ships? In
connection with that I should like to ask the Senator another
question so that he may answer them both together. =

Mr. BURTON. First, let me answer that. On the contrary,
the Government would have rather more difficulty, because
private owners already have contraets with the harbor boards
or the authorities in charge of the ports at Bremen, Hamburg,
and other places. I fancy the greatest difficulty in securing
wharfage facilities, if such a Government plan should be
organized, would be in this country and in France. There would
be less trouble in England and least of all in Germany and in
Holland; but in this country the difficulty would be very
serious.

Mr. SUTHERLAND. In that connection I want to ask the
Senator, because I think he regards this as one of the vital
r-atters in this debate, whether or not he agrees with the state-
ment which I find in the New York Times of this morning in
an editorial, which I would be glad to have the Senator read
and incorporate in his remarks? This is the statement to which
I desire to call the Senator’s attention, and ask him whether
or not it agrees with his own views:

Twenty-one vessels arrived at Liverpool last Thursday, and not one
of them was able to get a berth to ar%e its cargo. Sir Normaa
Hill, in an official report of the situation, said :

“The main cause, beyond question, is the shortage of labor, not only
r.-;: 1.23 quays but in the transport services, by which the quays are
cleared.”

That is the statement of Sir Norman Hill. The editorial
continues:

It would be idle to add to such congestion by providing more ships.

Mr, BURTON. Mr. President, I think that is decidedly so.
It has been pointed out here again and again that one of the
principal reasons for increasing freight rates has been the delay
ir foreign ports and the inability to secure skilled labor for
loading and unloading vessels.

Mr. SUTHERLAND. I suggest that the Senator read the
editorial; it is a very illuminating statement of that question.

Mr. VARDAMAN. Mr. President, I should like to ask the
Senafor from Ohio a question right at this point. Does the
Senator think that Government-owned ships or ships owned by
the proposed corporation, of which the Government would own
the larger part of the stock, would be accorded immunity or
any special favors that would not be given to private-owned
ghips and would have permission to go where the private-owned
ships now find difficulty in going?

Mr. BURTON. Mr. President, I stated a little while ago that
tl.» question of the status of those ships perplexed me more
tlin almost any other feature. I can not believe that the ships

owned by the proposed shipping corporation would be on the
same footing in the eyes of foreign powers, belligerent or neu-
tral, as private ships; but it has undoubtedly been the endeavor
of the framers of the bill to give them the status of private
merchant ships.

Mr. SUTHERLAND. The Secretary of the Treasury takes
a different view of that matter.

Mr. BURTON. What does he say about it?

Mr. SUTHERLAND. I will hand the extract to the Senator.

Mr. BURTON. Very well; I will read it:

Some timid people have argued that if the Government is inter-
ested as a stockholder in a shipping company, and a ship of such
company should be seized by a belligerent and brought into a prize
court, the sovereignty of the. Government would be involved. There
is no ground whatever for this view. If the Government operated
ships outright, just as it operates the vessels of our Navy, an awk-
ward situaticc of this character might arise: but where a nation is
merely a stocklolder, or the sole stockhclder, in a private corporation,
its sovereignty is not and can not be directly Involved if :ge ships
of such a corparation become the subiects of litigation in a prize court
concerning any issue which does not involve the Government itself,

I can not agree with that, although I dislike to differ

Mr. VARDAMAN. From what is the Senator reading?

Mr. BURTON, From Secretary McAdoo's address. Let us
assume that John Smith, an American citizen, buys or owns a
boat, that it takes aboard a cargo of contraband and is caught
in the English Channel by an English or French ship and taken
into a prize court. John Smith is a citizen of the United States.
It is a well-recognized principle of international law that no
Government is responsible for the acts of its citizens in the matter
of trade save in extreme cases, such, for example, as the har-
boring of vessels, as in the case of the Alabama. A citizen is
allowed to carry contraband if he can escape capture, and the
Government of the United States is nof responsible for letting
him sail. But Mr. John Smith {s not the Secretary of the
Treasury or the Secretary of Commerce or the Postmaster Gen-
eral, He is plain Mr. John Smith. On the other hand, here is
a corporation 51 per cent of the stock of which is owned by
the United States Government and controlled by three Cabinet
officers. Their control extends to the minutest detail, and it is
inconceivable that a boat in this time of war could carry cargo
unless this shipping board approved of its character. They
would vote the Government stock. This corporation, it might
well be said in a prize court, is a mere mask, ingeniously put
up, but it is a fiction. The Government of the United States -
owns all this stock except a few shares. The Government of
the United States borrowed $30,000,000 to buy these ships.
The Government of the United States chose the managers of the
line, the cargo, the date of sailing; everything is under the
control of the officials of the United States.. Is not that rather
different from the case of plain Mr. John Smith? :

Why, the difference is even greater than that. This enter-
prise was conceived for a specific purpose—to promote American
trade, to restore our mercantile marine. If the Government
is going into the business of restoring the American mercantile
marine, does it not have a pecullar responsibility for all these
boats, not merely by reason of control of the corporation, but
by reason of the very purpose of this measure? As I said a
few moments ago, the authors of the bill assume that the status
would be the same, because it is a corporation; but it would be
most embarrassing if one of these boats were caught carrying
contraband. It would look as if the Government of the United
States, whose carriage of contraband would constitute an act
of hostility, was responsible for this action.

I do not wish to witness a boat owned by a corporation of
this nature caught red-handed loaded with contraband. It
would mean excitement in the country offended, and in our
own country as well, that would test the discretion and the
earnest efforts of the coolest heads in both countries. If
would mean that a corporation, the special creature of the
United States, controlled by its officials, had been carrying
munitions of war to aid the enemy. :

In this connection I noted a newspaper paragraph a few days
ago tending to show whether the people think that ships owned,
as proposed by this bill, would have the same status as ships
owned by a private individual. Some one, perhaps unduly
patriotic, proposed that when the ships were acquired they
should be convoyed by our warships, so that no nation could
overhaul them. That does not look very much as though they
were in the same position as private ships. Of course, that
may have been a mere random suggestion, but it shows what
our people are thinking.

But first of all it is desirable for a proper understanding of this
plan to know where the Government is going to secure the ships.

We have studied the utterances of officials of the Government,
and they have treated a great varlety of subjects, but I do not
recall that they have anywhere said anything about the sources
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from which they are going to secure their ships. Is it not time
that we found that out? If there are no sources from which
they are to be obtained by purchase, then you must await the
slow course of construction. If there are sources from which
these ships are purchased, what can you promise the Ameriean
people that would not be promised by their present owners or by
some active and alert American eitizen who would take charge
of them?

1 sincerely hope that we shall soon hear something from some-
body about where you are going to buy those ships. Is it in

Asia, Africa, or in Europe, in some hidden inlet in the sea—
where are the ships that are not now in use that you purpose
to buy?

“Oh, but there are a lot of German ghips in onr harbors,”
we are told. I have here a list of boats interned in American
waters. This list was published in the New York Herald less
than a week ago. I have a list based upon this and revised to
a later date, but I think this is accurate, and I ask that it be
printed in the Recorp at this point in my remarks.

The matter referred to is as follows:

Ni
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Mr. BURTON. First of all, among these interned ships is the
Vaterland, of 54.282 gross tons, interned at New York City. I
do not believe the Government would buy that boat. She is
one of the two largest vessels in the world. She wonld cost
about $10,000,000. She is snitable only for a route where there
is an immense passenger travel and heavy mails. Her value
lies in her large passenger capacity and in her speed.

Mr. WEEKS. Mr. President, is it not true that this ship and
her sister ship, although running on a thoroughly established
route, were losing money rapidly when the war broke out, and
is it not also true that they have not made money since they
were put into the service?

Mr. BURTON. 1 believe the Senator is eorrect, althongh I
do not know positively. Of course, a boat of that type makes
a profit for only about four months of the year. When the
war commenced the profitnble season for trans-Atlantic steam-
ers had not closed. No doubt but for the war she counld have
returned to Hamburg—or Cuxhaven, which is the port of Ham-
burg—and made one or two more profitable trips, but during
the balance of the year she would have been run at a loss. The
Imperator, as 1 recall it, had been running less than a year
when the war broke out.

Mr. WEEKS. Less than six months,

Mr. BURTON. Next is the Amerika, 22,622 tons; the Presi-
dent Lincoln; the President Grant; the Cincmnau All these ara
passenger boats. Then there is the Pennsylvania, which is a
passenger boat, but also suited for carrying freight: the Bul-
garia; the Kaiser Wilhelm II—that is a fast passenger boat—
the Hamburg; the Bohemie. Looking over this list, the number
of boats that could be utilized for the purpese now desired is
comparatively small. I see here on this list the Dacia, for this
gives all the harbors—Seattle, Balt!more, Galveston, and so
forth. There are, in all, some 40 or 50 boats, with a total capae-
ity of approximately 450.000 tons.

First of all, only a small fraction of the tonnage would be
suited for the trade which we need to have developed. Most
of them are high-grade passenger boats. In the next place, they
are boats interned in our harbors belonging to one of the bel-
ligerents. And there is to-day a controversy as to svhether one
of these boats, which belonged to & German or Austro-Hum-
garian owner, can sail through to her destination free from
geizure,

Mr. President, I do not think it is desirable for the Govern-
ment of the United States to become involved in that guestion.
Is the shipping board going to buy these boats? Persistent

rumors have been circulated over the country that a potent in-
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fluence for the passage of this bill proceeded from the fact that
these hoats were tied up in our harbors, and that their owners
were extremely anxious to sell them. Is it contemplated that
these boats will be bought with your $40,000,000? That is a
part of this question.

Mr., SMOOT. Mr. President——

The VICE PRESIDENT. Does the Senator from Ohio yield
to the Senator from Utah?

Mr. BURTON. Certainly.

My, SMOOT. I wish to ask the Senator if he knows whether
there is any truth in the report which is so common that there
has been formed in Germany a corporation for the purpose of
taking over the boats that are interned in the harbors of our
country?

Mr. BURTON. I do not know as to that. I know there has
been some talk in this country of forming a corporation, and
indeed some progress made toward the formation of a corpora-
tion to take over these boats.

Mr. SMOOT. I asked the Senator the question because I
understood that a company had been formed, and that the
Hamburg-American Line had turned these boats over to this
company just as soon as they were interned in our harbors; and
I wanted to know if the Senator knew anything definitely with
relation to that.

Mr. BURTON. No; I do not. I do not think anyone on this
gide of the water could answer that question, unless possibly
some one having special knowledge because of his position as a
diplomat or foreign representative. Suppose it were frue, it
would certainly be kept a secret from the people of this country.
Only those who would be called upon to take part in the manage-
ment of the corporation would be likely fo know anything
about it.

Suppose this matter were pending here in this Congress and a
proposition was advanced to buy ships and Congress were de-
bating the appropriation bills and we should run across an item
of $10,000,000 or $40,000,000 for the purchase of ships. Would
not that item be attacked? Would not Senators on both sides
of the Chamber rise and ask, * What are those boats? Where
are they to come from? How much are you going to pay for
them? Because of the war is there not some danger that you
will get into trouble by the purchase of them?"

Iu times of war we have given broad authority to the execu-
tive officers for the maintenance of the military strength of the
country or for our defense. At one time I voted with a unani-
mous House of Representatives to set aside $50,000,000 to be used
by President McKinley when war with Spain was impending; but
where is there another instance in which it has been proposed
to spend immediately $40,000,000 and to add to that unlimited
authority to spend for the purchase of vessels hundreds of
millions more, without Congress knowing anything about what
is to be done? Is this a government by representatives of the
people or is it a government by bureaucracy?

Mr. VARDAMAN. Mr. President——

The VICE PRESIDENT. Does the Senator from Ohio yield
to the Senator from Mississippi?

Mr. BURTON. I do.

Mr. VARDAMAN. I wanted to ask the Senator what he
thought of the practicability of the suggestion made, that pos-
sibly through diplomatic negotiations it might be arranged with
the English Government that these inferned ships could be pur-
chased, with the understanding that the money would not be
paid until after the hostilities ceased; and whether he thought
possibly the English Government would not object to America
enlarging her mercantile marine for the convenience and good
of the world generally?

Mr. BURTON. As I understand it, there have already been
negotiations on that subject, with the general conclusion that
perhaps neither England nor France would object to Americans
taking over these boats, provided payment was not made until
the close of the war. Perhaps at one stage of the negotiations
it was expected that they would not be used for trade with
Germany. Of course one reason for that is perfectly obvious.
They would go into German ports and restore the old relation
that formerly existed and that would exist in case there was
no blockade. But suppose that is true. What do you need this
bill for? Private owners will very quickly take whatever ships
can be used. Indeed, in view of the nature of these boats, I
should look with suspicion upon any proposition to take the
question of the purchase of those boats away from private par-
ties and give it to public authorities, because the question would
immediately be raised, * Why do you want to pay extravagant
prices for these great ships, which at this time are absolutely
useless? "

Are you willing to face the possibilities of corruption when
there is such a tremendous stake as that? It would be far

better to leave this matter to contract or bargain between the
present owners and private citizens of the United States.
When you state the facts fully, it is not fair to leave to an
official of the United States the decision as to how much should
be paid for vessels; the transaction would be open to criticism.
Will you pay for the Vaterland the $8,000,000 or so that she
cost? If so, you would be making a very bad bargain.

Mr. KENYON. Mr. President—

The VICE PRESIDENT. Does the Senator from Ohio yield
to the Senator from Iowa?

Mr. BURTON. Yes; for a question.

Mr. KENYON. Where were the ships secured ont of this
appropriation of $50,000,000 that the Senator speaks of at the
time of the Spanish War?

Mr. BURTON. They were bought by the Secretary of War,
and an infinite amount of scandal grew out of the transaction.

Mr. KENYON. That was the next question I was going to
ask—whether there was any scandal growing out of it.

Mr. BURTON. Of course, I have always felt that perhaps
we visited too much blame upon Government officials because
of those Army transports, since there was an emergency. A
great many people were nervous. We were entering upon a
war, and in the midst of war expenses can be justified which
would not be justified at other times,

Mr. KENYON. Did the scandal arise by reason of the al-
leged payment for the boats of miore than they were worth?

Mr. BURTON. Exactly. Some extremists went so far as to
gsay that we picked up every old tub that was offered and paid
the owners the reproduction price. I mean, not the ordinary
reproduction price, but what it would cost to build each boat.

Mr. KENYON. Where did those boats come from? ‘There
was no particular trouble, was there, in getting the boats?

Mr. BURTON. Some of them were foreign, and some domes-
tic. The choice, of course, was given to domestic shipping.

Mr. KENYON. I should like to ask the Senator, too, if T am
not violating the rule, whether it is not true that there have
been some failures of contractors in England since the war
commenced, and whether there are not boats that could be pur-
chased there now? 2

Mr. BURTON. I think there are. I have seen statements
in the newspapers that there were boats on the ways over there
that could be purchased, which are, if not entirely finished,
nearly finished; and, in view of the vexed situation, those who
lt:lla:ve contracted for the vessels are not able or ready to take

em.

Mr. KENYON. I have before me a letter, addressed not fo
me but to another party, which was shown me on the very ques-
tion which I raised when discussing it with him, saying that
the writer had taken up this matter in England, and found
there were a number of other boats, one of which was named
the Ohio, which might be acquired.

Mr. BURTON. That ought to be a good boat.

Mr. WARREN. Mr. President, while the Senator is examin-
ing the papers I should like to say in regard to the purchase
of boats, about which the Senator from Iowa has just inquired,
that the occasion, as the Senator from Towa states, was very
extraordinary. I reecall the time very well; and there was such
a4 hue and cry and such a pressure from outside that the War
Department felt that they must make immediate purchases, and
of course they had to make purchases of such vessels as were
fit to carry troops. :

Mr, MARTINE of New Jersey. Mr. President, this may be a
highly interesting conference, but the Senators on this side of
the Chamber are utterly unable to hear the purport of it.

Mr, KENYON. There are very few Senafors over there.

Mr. BURTON. I am sure we should all like to hear the Sen-
ator from Wyoming on this question which has been raised.

Mr. WARREN, Mr. President——

Mr. BURTON. I yield, though I do not wish to yield the
floor,

Mr. WARREN, Mr. President, I have no desire to take the
floor from the Senator from Ohio.

Mr. SIMMONS. Mr. President, I wish to make an inquiry.
Does the Senator from Ohio yield the floor to the Senator from
Wyoming, or does the Senator from Wyoming——

Mr. WARREN. Mr. President, I might ask how the Sena-
tors have the floor who are now attempting to use it—certainly
not by right of inquiry of the Senator from Ohio.

Mr. SIMMONS. I asked the question in good faith.

Mr. BURTON. I have not yielded the floor. I am perfectly
willing to yield to the Senator from Wyoming for a question.

Mr. SIMMONS. Mr. President, I make the point of order
that if the Senator suspends his remarks in order that some
other Senator may proceed, he does, as a matter of fact, yield
the floor. Of course, if the Senator rises merely for the purpose




1938

CONGRESSIONAL RECORD—SENATE.

JANUARY 20,

of interrupting or asking a question, that is a different thing;
but if the Senntor yields in order that the Senator from Wyo-
ing may proceed to discuss the pending bill or some other bill,
tlien he undoubtedly ylelds the floor.

The VICE PRESIDENT. “The letter of the law killeth, but
the spirit giveth life.” The Senator from Ohio did not.yield.
The Senator from Wyoming was proceeding, and the Chair did
not hear what he was saying, and probably nobody else heard
what he was saying, unless it was the Senator from Ohio. The
ruling has been uniformly the same—that the Senator occupy-
ing the floor can not yield it to another Senator for the purpose
of discussing the question at hand, but the Senator from Ohio
did not yield.

Mr. WARREN. Mr, Iresident, I was about to ask a question.
It is not material, however.

The VICE PRESIDENT. If the Senator from Ohio desires to
yield in order to permit the Senator from Wyoming to ask a
question, it is perfectly in order.

Mr. BURTON. I will yield for that purpose.

Mr. WARREN. I was laying the foundation for a question.
I am very sorry I did not speak loud enough. It is rather a
new complaint to be lodged against me, and I thank the Senators
for wishing to hear what I say.

Mr. SIMMONS. Mr. President, I hope the Senator from
Wyoming will not intimate that I would interfere with his right
to ask a question.

Mr, WARREN. Oh, no.

Alr, SIMMONS. I did not understand that that was the pur-
pose of his interruption.

Mr. WARREN, I was aboat to ask if the Senator does not
believe that any scandal that arose from the vessels used by
the War Department as transports in the late War with
Spain—

Mr. SMITH of Georgia. We still can not hear the Senator.

Mr. WARREN (continuing). Arose from the salé of them
later on in the condition they were in, and a comparison of the
price that was paid with the price that was received for them?
Of course, those vessels were bought under great pressure, and
were of a character that could be most readily adapted to the
purpose, and were sold in the condition of use without repairs,
and so forth. I want to ask the Senator whether he assumes
that there was any scandal of a nature that hinted at fraud or
corruption, or whether it was the circumstances surrounding the
transaction that were criticized?

Mr. BURTON. Of course, that was 16 years or more ago.
According to my recollection, it was charged that the matter had
nof been properly handled. Of course, the great disparity be-
tween the prices paid for certain boats and the prices realized
for them was the feature which brought the question most
prominently before the public. Some newspapers made serious
charges, alleging that the matter had not been profitably han-
dled, and there were at least suspicions of corrupt influence.
But, Mr. President, while I presume that was in a measure inci-
dent to the conditions of the time, it goes to show that a Gov-
ernment should hesitate a long time before it goes into the
business of buying boats.

"Mr. WARREN. The Senator is right about that.

Mr. BURTON. I note that the letter handed to me by the
Senator from Towa [Mr. Kexyox] contains some most important
material. This letter is dated December 23 and was forwarded
to Mr. B. N, Baker, who has been somewhat prominent in this
connection. Would the Senator object to my reading it?

Mr. KENYON. I have no objection at all to the Senator
reading it. It contains interesting information.

Mr. BURTON. I may want to comment on it in a few words
after reading it. [After reading a part of the letter.] That is
the trouble about this whole proposition. The first vessel is
only about ready for delivery and the sister ship will be ready
in about six or eight months. Three were contracted for be-
fore the war. The contractors failed and the builders offered
them at a slight profit over the contract price. I have not had
time to thoroughly examine this letter, but if there is no ob-
jection, I should like fo have at least a portion of it printed in
the Recorp, Then, it can be examined by all Members of the
Senate and remain as a contribution to this discussion.

Mr. KENYON. I think there will be no objection to it. I
ask unanimous consent to have the Baker correspondence
printed in the REcorp.

The VICE PRESIDENT. Is there objection? The Chair
hears none.

Mr. BURTON. It will throw some light on this discussion.

The matter referred to is as follows:

[Copy of cable sent Dec. 23, 1914.]
BERXADINE, Baltimore:

Can offer, if unsol
knots, Lloyds class 100A1; sister

gteamer completing, 8¢. Nazaire, 12,000 ton, 11
p ready 6/8 months; 90,000 each.

Andreas, bullt Doxford, 10,300 tons, 10 knots. Returning maiden voy-
i Yk gl e e Sl R tohn

, ] ng, interes em 75, 3
first about ready; all delivered six months, oni s o

BErxarp N, BAKER, Baltimore. iz

—
Loxpox, Decem A A
B. N, Baxer, Esq., iy g
Baltimore, Md., U. 8. A.
DEAR BERNARD: I confirm cable sent to-night, offering you hrea
boats, particulars of which I mailed you yesgerday. 08 a4
As stated in my letter yesterday, all available tonnage is in t
demand here at present, and up to this evening I have been unable to
get :hnything else to offer. At the same time I shall continue my

I Included in mf cable an inguiry as to whether five 8,000-ton, 10-
knot hoats would Interest you.

I know of five boats of these dimenslons which are being bullt for
e, fyat one 193 letin

e first one is just completing, and they say all five of them will
be comglefed within six months, s

The builders inform me that the{ think they could get the owners to
sell them for £75,000 each; and it occurred to me that possibly five
sister boats, though they were 2,000 tons below the capacity you want,
might be attractive to you, and I await your reply before further con~
sidering them.

_ Unfortunately, T learn that the steamer Amdreas has already left
New York retumln{z from her maiden voyage. She belongs to a i_y;reek.
who is simply willing to sell her for cash at something more than he
paid for her, Bhe, of course, is a new steamer, completed in November,

I was very much in hopes you could see her while she was in New
York, but the owner has just informed me that she has left New
York. 8he could be delivered on this side, however, in February, or
possibly sooner if she has finished discharging.

If you must have 10,000 tonners, ghe strikes me as being a suitable
boat, She was built by Doxford & Sons, of Sunderland,

The two steamers which I offer you, bullt at St. Nazaire, ought to De
attractive to youo.

They are not d»ar at £00,000.

The first one is about reaéy for delivery, and has been named Ohio.

Her sister ship, they say, will be ready in about six or eight months,

There were three contracted for before the war. The contractor has
galletd, :lnd the bullder is offering them at a slight profit over the con-
ract price.

The builders, Chantiers & Attellers, are reputable Feople. ]

I hope in your letter yon will give me some definite information as to
what the ships are wanted for,

If they are wanted to run from New York to Frisco, T think the
Government here could easily be Induced to allow them to go under the
American flag, while if they are intended for regular tramg business,
and possibly to carry eargo to belligerent countries, they might possibly
place some difficulties in the way of the builders rting them to a
neuntral country. At the same time, I believe this difficulty might be
overcome.

The possibility of this difficulty of course would not arise with either
the French or the Greek boats.

I believe I can offer yon any available boats to be had, and sincerely
hope we may be able to do some business.

Of course when it comes to final business, all of these prices might
be subject to counter offers.

Owing to the condition of the market, however, owners will not make
firm offers until they are satisfled it means business,

Yours, sincerely,
THoMAS L. FEILD,

Mr, BURTON. I shall be inelined to think on a first exami-
nation that it shows a certain number of boats in England for
which contract has been made by persons hoping to own them,
but which were thrown on the market by reason of the failure
of the prospective buyers. It is true that one of them is not
quite ready for delivery and the other will be ready in six or
eight months, which, in a way, prevents using this transaction
as an illusteation to throw any light on present conditions; but
it merely goes to confirm what I repeatedly said in this diseus-
sion—that prospective buyers, private individuals, and corpora-
tions are holding back because of the pendency of this bill.
Why should the Government pursue this kind of a policy?
Since August, when the bill was first brought in, it has served
as a threat which has restrained the purchase of boats by pri-
vate persons. Of course I do not think this bhill was at first
taken very seriously. It was the general opinion thronghout
the country that it would not be favorably regavded, but it
seems to have gathered strength; and here, in the last half of
January, we are told that it is more important than any other
legislation, more important than rural credits, more important
than appropriation bills. Indeed, there is an intimation that if
all the rest of the session is necessary to pass it, this must be
put on the statute books of the United States. It is not only
the method, but it is the bill that I oppose. It is in violation
of every business principle. Even if Government ownership is
a good thing, this is not a good place to try it; perhaps the very
worst where it could be tried.

I think, Mr. President, I can safely say that if vindication is
what the opponents of this bill were seeking for they would be
entirely willing to have the bill passed. 'Time vindicates the
man whose course is not approved, whose opinions are not ac-
cepted if they are right. It is very safe to wait on this measure
should it go into operation.

There is an editorial in the New York Times of this morning
on this subject. This paper has published several able edi-
torials in relation to this bill. I will read it as a part of my
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remarks: New York Times, Wednesday, Januery 20, 1914, page

8, column 2:
“FINISHING " THE SHIPPING BILL,

Washington dispatches “{: that the Senate committee is putting the
“ finishing touches” upon the Government shipping bill. That seems
superfluous for two reasons : The action of the caucus was almost fatal,
and the trade returns published yesterday ought to be quite so. An
increase of exports in cember, 1914, over the ﬂﬁures of December,
1913, by $13,070,419 indicates no such deficiency o shlppmﬁhat the
Government should intervene to supply it at the cost and r of the
taxpayers.

Mr. President, for the week ending last Saturday the exports
from the city and port of New York were still further increased,
being $30,000,000, a larger amount than ever before in the his-
tory of the port. Why do you need to go into the shipping busi-
ness under such circumstances as that?

That is true also of the year's fotal exports, which have been ex-
ceeded but twice. The excess of exports over Imports by the mt sum
of $131,863,077T surpasses every previcus December, and been
equaled only in a single month in the Nation’s history. The fact is
that only one considerable class of exports might have been increased
by shipment in Government boats. A Government line might have car-
ried contraband in ships acquired from belligerents more freely than

rivately owned shipping. But that way of making trouble will hardly
e proposed as a reason for proceeding with the Government line,
Those who have our moral af)proval of their contentions are in control
of the seas and can get all the contraband they need. To supply
contraband at a profit to those who on the merits we think ought not
to win this war, questioas of friendship apart, is not a duty of govern-
ment.

I can hardly comeceive, Mr, President, that any consideration
of this nature as a preference between nations should come into
the calculations of any Government official. To me that is un-
thinkable. I do not know that there is more than a mere hypo-
thetical case stated here.

It is especially fatuous to provide Government shipping, or private
shipping with Government aid, when the necessity of the case is not so
mucg l-zllilp ing as facilities for loading and unloading. To the facts
on this point as Eﬁlven by carrlers’ spokesmen on this side of the ocean
may now be added incontestable evidence from the other side. Twenty-
one vessels arrived at leergool last Thursday, and not one of them
was able to get a berth to discharge its cargo. Sir Norman Hill, in
an officlal report on the situation, said :

“The main cause, be question, is the shortage of labor, not only
0{1 tl;g quays but in the transport services, by which the quays are
cleared.”

It would be idle to add to such congestion by providing more ships.
The trouble is not onme of trade, but of war, Some ports are closed,
throwing more business upon others than they could do in favorable
times. Many dock laborers have enlisted and others are ea such
high wages that they are independent. Commerce is not running in
accustomed lines. Strange boats are on unfamiliar routes and require
more attention than liners running on routine. If any Government
should intervene, it is not ours. We are shipping full volumes of goods
at our own prices, and the freight is paid by the buyers—

I tried to establish that point yesterday, but now I have at
least the very potent approval and sanction of this very able
newspaper—
and the freight is paid by the buyers. They should worry, not we.
We shonld worry only if those who are more eager than wise—  °

This is an important contribution in this day when persons
are reproached as uninformed and ignorant—

They should worry, not we, We should worry nnl{ if those who are
more eager than wise should thrust us into an experiment which js not
only unnecessary in a commercial sense but is obnoxious politically.
No Demoerat earr keep the name and support a subsidy scheme conceal-
ing Government ownership and operation. In proportion as the * finish-
ing touches” meet these objections the Dbill will lose attractiveness to
those who now support it because of these defects,

Mr. President, one might think this language is from some
antiadministration paper, some stand-pat, reactionary, Repub-
lican newspaper, as terms bandied about. This is a paper that
supported the President most strenuously in the campaign of
1912, and it seems to support him yet, though recently appar-
ently with some reservations and some apprehensions that it
can not continue long in the course which it has thus far pur-
sued.

Here is another editorial from the New York Evening Post of
yesterday :

Last night’s caurus of Democratic Senators was ominous for the ship-
purchase bill, A final decision was not reached, and there is to be
another meeting to-night; but so many—

I have no doubt, Mr. President, this does not contain any news
to those who took part in the caucus. They knew all about it
when they went there. They called it a conference, a term
which is very carefully applied to these gatherings when our
friends on the other side get together. Indeed, if you ask them
if they are going to a caucus, they say, “ Oh, no,” like some one
who has given the wrong password, “it is not the caucus, but
the conference.” I desire to apologize for the Evening Post, as
well as myself, that it called this meeting Monday night a
caucus.

Last night's eaucus of Democratic SBenators was ominous for the ship-
purchase bill. A final decision was not reached, and there is to be

another meeting to-night; but so many strong objections were made to
the bill as it stands, so many important amendments were referred to

the Committee on Commerce, and there was such a lack of hearty in-
dorsement of the whole measure, that it seems to be doomed to failure
at this session. It certainly will fail if the Republicans put up the
stout fight against it whieh they promise to make, With appropriations
struggling for right of way an than seven weeks of work time
left, no bill of this contentious nature can be passed before March 4, if
full advantage is taken of the rules of the Senate to prevent it.

This feeling that they are engaged in a hopeless undertaking may have
bhad something to do with the want of enthusiasm shown by the Demo-
cratic Senators last night.

Of course, this statement is open to contradiction. It may be
said that the caucus or conference was wild with enthusiasm
instead of lacking in enthusiasm. So it is perfectly possible to
correct this article.

And they may also have been Influeneed by other things. They may
have had before them the fi of the American export trade for
December, These show a total higher than ever before reached in that
month except once. The full detalls are not yet at hand. If it be said
that the abnormally high prices of wheat must have swollen the money
value of the rts, it can be replied that the abnormally low prices of
cotton were at least a partial offset. Anyhow, there stand the big figures
strongly tending to refute the nnﬁe;‘liying contention of the Government
ship purchasers, that Ameriean goods can not be sent abroad because
there are not emough ships to carry them. Mueh to the same purport
is the reported interview yesterday between Mr. Morgan and the Presi-
dent. The banker told . Wilson that the sudden leaping up of
American exports had so changed the whole foreign-exchange situation
that it was no longer necessary to keep the gold Eolul in existence.

All this necessarily gives the ship-purchase bill the look of a super-
fluous lagger on the stage. Its original professed intent was to meet
an emergency. But that emergency has largely passed away. This is
80 generailiv admitted that the ground has been shifted now, and it is .
argu? that the bill gives us a fine chance for making a beginning of an
American merchant marine. But the bill must be one thing or the other.
If it is absolutely necessary in order to surmount a crisis, the country
might condone in it some features which seem ill-considered and full of
danger. But If it is a bill of a large and rnr-slfhted kind to restore
the American flag to the ocean, then the discussion of it must be on
another basis. It can not any longer _]:stify its dubious provisions as
emergency measures. The whole thing is up for searching debate. And
as soon as that begins it apgenrs. as was abundantly manifest at the
Democratie caucus, that the bill is full of holes.

Closely related to this entire question is the matter of the war risks
to which our expoert trade is subject. The delays and uncertainties due
to the exercise of the British right of search have been a real grievance.
But this. it Is plain, is In a fair to be largely got rid of. The
friendly protest 1;5 our Government has already had its effect. One
of the most marked effects was upon English public opinion. The cable
gave us the run of newapager expressions, which were conciliatory
enough. But we had to wait for the mail to get the views of weekly

ublications of special significance like the London Economist and the
hipping World. The former sharply criticized the British Government
for its whole course in the matter of contraband and the right of
search. It pointed out the vascillation in regard to the lists of con-
traband articles published from time to time and argued that this
proved a lack of ordinary business ability and even business informa-
tion in the foreign office. And the Shipping World of January 6 is
most considerate as regards the American ition. In this it sees
“ not unreasonable,” and even goes so far as to favor the view
“that the search of an American ship or a ship with an American
cargo should be concluded when such a ship is stopped on the high
seas and that further delay for the purpose of examination shounld not
be practiced in the of taking such ship and cargo into a British
port for further examination.” Of course if the Dreliminal'{ search
showed the presence of contraband then seizure and the delay
of being taken into port for further examination would naturally
follow. Quoting from the Evening Post in regard to the need of having
it clearly established under what risks of detention or seizure our goods
are sent abroad, the Sl;‘ifpinf World says: “ Surely American exporters
and shippers are entitled to that.” 3

Both ways, then, the American export trade.is getting into better
shape. Sufficient tonnage is being found, even if the freight rates are
still made high by war risks. And on the diplomatic side it is evident
that the British Government will meet our own half way in the
matter of contraband and of the right of search. With these, be it
noted, the case of the Dacia has nothing to do. The question about
that ship is simply the validity of her change of registry.

Mr, President, I have read these two editorials—which are
perhaps the first editorials from newspapers that I have ever
presented in the Senate—because of their clear statement of the
case, because they are entitled to special consideration, both
as proceeding from journals which, at least in the past, have
supported the administration, and I think they throw very
material light on this controversy. In the strongest terms they
condemn the shipping bill. If there was an emergency, they
say it has passed. They point to the fact that, with one or per-
haps two exceptions, December showed larger exports than I
believe ever were sent out from this country; and it can further
be said that last week showed greater exports from New York
than any week in its history.

Mr. KENYON. Mr. President, I should like to inguire of
what these increased exports consisted? Have they been
munitions of war?

Mr. BURTON. I do nof think they have been analyzed. Prob-
ably there is a considerable amount of munitions of war, Of
course, the shipments of wheat have been very large. Wheat
exports have been larger, or at least of greater value, during
this year than for a long while,

Mr. KENYON. Have most of the boats in which these ex-
ports have been carried been English vessels? :

Mr. BURTON. I think so, with some exceptions. I really
counld not state with definiteness how that is, I know that some
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boats in the coastwise trade have been turned aside to foreign
trade.

Mr. KENYON. Has the Senator from Ohio any figures to
show what proportion of this increase which we are sending
over there has been munitions of war?

Mr. BURTON. I have not, I will say to the Senator; but
I regard all those questions as important, and before this dis-
cussion is finished I shall try to give information on all of
them.

I think I have already touched on this further branch of the
question sufficiently. If the Government is to secure these
boats by construction, can they be secured soon enough to re-
lieve the so-called emergency? It would require an unsunal
efficiency to finish any boats suitable for this trade in less than
nine months, and the normal time would be a year or more.
Even so, does not everyone who is familinr with Government
work know just what would hapepn? Government inspection
would be asked to oversee the building; the construction would
be infinitely slower than in case a private individual made the
inspection, because of the difference in Government methods.
I have sometimes, when talking with my constituents, most
earnestly defended the methods of the United States Govern-
ment in requiring thorough construction, and apologized for the
slowness, for the long time between beginning and completion,
for the reason that any property of the Government—any public
work, any building—should be substantial in its character and
built to stay. We all know that when provision is made for a
publie building it is a long while before the plans are approved
and the construction commenced. Oftentimes after that it is
still longer before the building is completed. However, we are
face to face with the fact that if promptness is desired Govern-
ment methods are not the best way of securing it.

The next question is, If the purchase of interned vessels is
contemplated, will it not prejudice the quality of our neu-
trality? If such purchase were at all feasible, could it not be
accomplished with less prejudice by private capital than by
public ecapital? On that question, in answer to questions of
Senators, I have already dwelt at considerable length. I should
very much fear the day, Mr. President, in which a ship owned
by such a corporation as the one contemplated should be seized
and haled before a prize court on the charge of carrying of
contraband.

Now, suppose a ship owned by the Government through this
corporation should be seized by France or England and treated
as if it were a private ship. Just think of the excitement that
would be aroused in this country. On the other hand, if it
were a private-owned ship, all the excitement would be stayed.
It would be said that one of our citizens had endeavored to get
contraband over to Germany, that he had been caught, and that
he would have to take his chances. If the position is taken
that the Government-owned ships would be freer from search or
seizure, I should like to know upon what principle that conten-
tion is based. If this Government chooses to go into private
business, why should it not take the risks of private business?
The point that I want to make and emphasize is this: That while
in every aspect of international lui a boat owned by a corpora-
tion sustained by the Government might be subject to the same
rules as a private boat, its status, the interest of the Govern-
ment in it, would give it a quality peculiarly embarrassing to us.

Mr. KENYON. Mr. President, will the Senator allow me to
interrupt him?

Mr. BURTON, I yield to the Senator from Jowa.

Mr, KENYON. Right in that connection I should like to ask
the Senator’s opinion as to the effect upon belligerent nations
of the transporting of munitions of war manufactured in this
country by boats owned by the Government to one of the belliger-
ent powers across the water?

Mr. BURTON. Boats owned by our Government?

Mr. KENYON. Yes; under this bill. Would that produce a
very happy frame of mind on the other belligerent nations?
I notice in the New York World—

Mr. BURTON. Let me see if I understand the Senator.
The guestion is, What would be the status of a boat of the
I}ulted ?Stutes, flying the United States flag, carrying munitions
ol war

Mr. KENYON. One of the boats provided for under this
bill carrying munitions of war, for instance, to England?

Mr. BURTON. Suppose it were caught by a German boat,
or even if it were not caught but it were known that such a
boat had sailed carrying such a cargo?

Mr. KENYON. What would be the situation?

Mr. BURTON. It would be a hostile act; there is no ques-
tion about that. An individual living in one country can carry
munitions of war to a belligerent, but a Government can not

do so without the interpretation being placed upon it that it is
an act of hostility.

Mr. KENYON. Is there not a specially great danger, then,
in this plan at the present crisis of the world?

Mr. BURTON. I think so.

Mr. KENYON. I notice in the New York World an interest-
ing article— -

Mr. BURTON. Of course in that connection I may say that
some are arguing that these ships are on an entirely different
basis—I dwelt on that some time ago—that they are of the
same status as private ships, but I do not see how that can
be successfully maintained.

Mr. KENYON. I do not know how the Senator feels about
this country manufacturing and fransporting to foreign nations
engaged in war munitions with which they assist in killing
each other and then setting aside Sundays to pray for peace.
I notice in an article in the New York World that in the month
of November there were $£2425745 in munitions of war ex-
ported from the United States. Now, the point that is troubling
my mind a little is this: If we had Government ships and they
transported munitions of war, would we not commit a hostile
act toward one of the belligerents?

Mr. BURTON. It seems to me so; at any rate, it would cre-
ate the feeling that we were hostile. Is anybody going to
think that setting up a man of straw to do the Government’s
business makes it other than the business of the Government
itself? If you are going to have any Government ownership, let
us tackle the problem bravely and buy ships, so that they will
not belong to the United States Export & Import Association
(Ltd.), but to the United States of America. I donotsay thatI
shall favor any such proposition as that, but that at least
would have the virtue both of frankness and of convenience.

Mr. SUTHERLAND. Mr. President, if I may ask a question
at that point, does not the Senator from Ohio think that we
would be in a less embarrassing position, so far as foreign
Governments are concerned, if we had out and out Government
ownership than if we occupied this doubtful status, particu-
larly in view of the fact that the Secretary of the Treasury,
who will be himself a member of this board, has already stated
that when the Government becomes a stockholder in this cor-
poration it lays aside its sovereignty? In other words, does he
not think that we would be in a better position if our sover-
eignty were undoubted?

Mr. BURTON. Mr. President, it would clarify the situation
and remove these doubtful questions.

Mr. SUTHERLAND. Now, I ask the Senator the further
question whether or not he is familiar with the decision of the
Supreme Court of the United States rendered at quite an early
day—I have forgotten the exact time—which, in substance, held
that when a State entered into private business, it took sub-
stantially the status of the private individual?

Mr. BURTON. A decision to that effect—perhaps an earlier
one was also rendered—was announced by the Supreme Court
within a comparatively few years in the South Carolina dis-
pensary case.

Mr. SUTHERLAND. That was a later case.

Mr. BURTON. The State of South Carolina took to itself the
selling of liguor. Along came the Government officials and told
them that they must pay the internal-revenue tax. They said:
“No; it is the State that is selling this liquor.” The question
was carried to the Supreme Court of the United States, and the
Supreme Court said that if a State engages in private business
it must be subject to all the taxes and all the responsibilities
and liabilities of those engaged in private business.

Mr. SUTHERLAND. I ask the Senator this further ques-
tion: The Senator has already commented upon the difficulties
that would arise if some of these ships occupying this doubtful
status were carrying contraband articles. Does the Senator
doubt that that question is quite likely to-arise, in view of the
fact that the present Government has already issued an order
which holds up the publication of manifests for 30 days, with
the apparent object of facilitating the trade in contraband
articles?

Mr. BURTON. It would certainly arise, and under circnm-
stances that would threaten the peace of the world. These
belligerent countries that confrol the sea would very properly
say, “ These two things together constitute an evasion—in the
first place, the withholding of the manifest; in the next place,
this most peculiar form of incorporation or organization.”

In some way I anticipate that the corporation feature will be
stricken out of the bill. It is never safe to prophesy as to what
amendments will be offered. In the first place. I do not see
how we can do business in that way, and, in the next place,
it is such a clumsy device for doing something that could be
much more readily done in -other ways.
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Mr. BRANDEGEE. Mr. President—

‘The VICE PRESIDENT. Does the Semator from Ohio yleld
to the Senator from Connecticut?

Mr. BURTON. Yes; for a question.

Mr. BRANDEGEE. I want to ask the Senator from Ohio if
he does not think there would be more warrant for a foreign
.Government to consider the operation of ships in the carrying
trade under the provisions of this bill, because there is no
provision in our Constitution distinctly authorizing the Gov-
ernment to go into it, and the burden upon us to show that it
was a governmental function would be all the greater on that
account?

Mr. BURTON. In other words, “ you are going into some-
thing that was mot contemplated when your Constitution was
framed, and there must be some strange or ulterior purpose
in it.” When you get a bill so singular as this in so many of
its features that point would be in line with its peculiar and
very exceptional qualities.

There is this further ‘branch of the question: If such pur-
chase were at all feasible, could it not be accomplished with
less prejudice by private than by public capital?

That introduces the whole subject of comparisons of public
and private capital. If the Government went into the market
to buy, there would immediately be a movement to sell the
ships only at the very highest figure. Extravagant prices, no
doubt, would be paid, as in 1898. Private parties, through the
ordinary course of business negotiations, could sncceed much
better. If the aim of the measure is to build up an American
merchant marine, will not this bill defeat its own purpose by
driving private capital out of the business? Will not a larger
amount of private capital be kept from investment in ships by
this bill than the bill contemplates that the Government shall
spend ? 3

llss it not true that private capital has been driven out of the
pusiness and that this bill has prevented the investment of fur-
ther amounts? What do you deduce from the figures of foreign
boats already taken over in this country? When was the
largest number taken over under the act of last August? Are
boats being taken over mow? Is that because there are mo
boats in the market? If there are no boats in the market for
private owners to buy, where will the Government secure any?
If there are boats in the market which have net been trans-
ferred to Ameriean register which eould be transferred, is it not
because private owners do not wish to buy them with this bill
pending?

The eleventh question is, Shonld the seemingly impossible
“happen and the Government-owned line prove profitable, to
whom would it be sold?

Mr. President, that is hardly a reasonable assumption. But
‘the answer to this question will throw light on the whole proj-
ect. There seems to be an idea with some that this line will
‘be profitable; that the business will be transacted, and will
attain such a degree of prosperity that private owners will
desire to purchase it.

What will happen then? Will it be sold by public auction?
Will it be sold in the ordinary way in which a corporation dis-
poses of its property? Will somebodv get a controlling interest
in the stock of this corporation? Do youn believe it possible,
as stated in one of the communications which we have received,
that the time is coming when this eorporation will be so profit-
able that private individuals will wish to take the stock or the
property away from the Government?

Twelfth. Will the nanagers of this Government lire enter
into conferences or agreements with existing lines?

I have already taken up this point. There is abundant evi-
«dence to show that in the one line that the Government ac-
quired econferences have been held, and the Government has
pursued the same course as would have been pursued by a
private owner. :

If. instead of aequiring a line to carry out a great work that
the Government has under construction, boats should be pur-
chased for the mere sake of carrying freight in competition
with other lines, will not the Government again be compelled
to enter into conferences? If so. is that in accordance with the
antitrust laws? In what kind of a position will it plaee this
Government or its agent if it joins in these gentlemen’s agree-
ments or conferences?

Or, take the other side of the question: Suppose yon do net
go into these conferences. In view of the necessity of regular
sallings, supplying all ports with shipping facilities, dividing
up the boats among the different routes of the world, how would
any Government-owned line succeed unless it entered into these
agreements with other shippers?

Mr. GALLINGER. Mr. President——

The VIOUE PRESIDENT. Does the Senator from Ohio yield
to the Senator from New Hampshire?

Mr, BURTON. Yes.

Mr. GALLINGER. The Senator speaks of conferences. I am
not very well informed on that subject; but would this be along
the 'same line as the European conferences and combinations
which have been so severely condemned by one branch of Con-
gress as the result of an investigation?

Mr, BURTON. That is the question I am propounding. The
report made within a year or so by the Committee on the Mer-
chant Marine and Fisheries seems to favor these conferences
under proper Government supervision. »

“Mr. GALLINGER. I knew they had been investigated.

Mr. BURTON. Will boats be acquired for special services,
such as carrying fruit, meat, or oil? In the normal develop-
ment of the business special types of boats have been built for
all these purposes. Just as there is subdivision and specializa-

| tion in the different branches of manufacture, so there are now

subdivisions in the types of ships; the United Fruit Co. having
a large number of ships for carrying fruits from Central and
South America to the United States: the Standard Oil Co. has
a large fleet of tank boats to carry oil; and there are also
refrigerator boats for .carrying meat. If the Government is
going to go into the business, then it must have boats for all
these different lines of business. If it does not, what will be
the situation? Will the boats of these types already in ex-
istence have a monopoly of the ‘trade? Or will the different
intefests subserved by this class of boats be neglected in this
general Government scheme?

This all tends to show the difficulties which would arise if the

Government entered into a line of business so thoroughly devel-
oped. -
Will the Government operate the boats through the proposed
corporation, or will it charter them to private parties? Tt has
been stated in the press that the proponents of this bill intend
to offer an amendment to this bill providing that when the boeats
are bought by the Government they shall be chartered to pri-
vate parties. That shows the shifts to which this measure is
likely to be subjected. One proposition is that they shall be
leased at 4 per cent on their value. "Why, Mr. President. there
is a deterioration ‘account in every boat which must be taken
into consideration in the management of such a business. It
is not a question of 4 per cent on the amount invested; it is a
question .of a reasonable income on the boats and in addition a
provision for deterioration. Then there are other complications.
Constant replacement is necessary, and it would be impossible,
without expert consideration, to determine the amount that
would have to be so expended at the end of a year. Indeed, the
computation could not be made with accuracy for a year in
advance.

Then, still farther, it opens the way for playing favorites.
It furnishes a precedent for the Government buying otbher
things. I should like to know if the Democratic Party is going
to vote for a bill that proposes Government ownership such ‘as
%his. What a spectacle it will be for the party of Thomas Jef-

erson !

Mr. GALLINGER. Mr. President, if the Senator will permit
me, I wish to ask the Senator if he has noticed that in the
amendment proposed by the Senator from Georgin [Mr. SyiTH],
in addition to the 4 per cent, it is provided that there shall he
a charge of 5 per cent per annum for depreciation ani full in-
surance?

Mr. BURTON. Well, of course that is an estimate on de-
preciation; but let us put eurselves in the place of shipowners.
Suppose the Government buys six ships. One is a new steamer,
built with the latest equipment; another is a wooden steamer
that has been in use for 30 years. What kind of an arrange-
ment would it be to lease both of those boats, the iron or steel
steamer that probably will not deteriorate much during the
year, at § per cent for deterioration, and the other one, that is
almost ready to go to the junk heap, at the same fignre?

That all shows the futility of the Governmeirt attempting to
go into business in this sort of a way. I take it that there
might be, after the boat has been used, some effort made to de-
termine just what was the diminished value during the year,
but it would be difficult if not impossible to arrange that in ad-
vance. The fact is that the majority of ship charters are made
either for a comparatively short time or mnder terms as to the
repairs that are provided for by the person who takes the use
of the boat. 1 make this statement with some slight hesitancy,
because that may not always be the arrangement. I do not be-
lieve that in any event a successful attempt could be made to
fix a definite percentage of deterioration within a year.

Mr. LODGE. Mr, President.
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The VICE PRESIDENT. Does the Senator from Ohio yield
to the Senator from Massachusetts?

Mr. LODGE. I rise to a question of order.

The VICE PRESIDENT. The Senator from Massachusetts
will state the point of order.

Mr. LODGE. I make the point of order that there is not a
quorum present.

The VICE PRESIDENT. Does the Senator from Ohio yield
for that purpose?

Mr. BURTON. I yield for that purpose.

The VICE PRESIDENT. The Secretary will call the roll
* The Secretary called the roll, and the following Senators an-
swered to their names:

Ashurst Gallinger Myers Smith, Ariz,
Brady Gore Norris Smoot
Brandegee Gronna 0'Gorman Sterling
Bryan Hardwick Oliver Sutherland
Burton Hitcheock Overman Swanson
Camden Hollis Pn.gkej Thomas
Catron Hughes Perkins Thornton
Chamberlain James Pittman Tillman
Clap Johnson Poindexter Townsend
Clarg, Wyo. Kenyon Robinson Vardaman
Colt Saulsbury Warren
Culberson .I]:]pitt Bhafroth Weeks
Cummins Sheppard White

du I"ont Martin, Va. Shively Williams
Fletcher Martine, N. J. Simmons

Mr. ROBINSON. I was requested to announce that the Sena-
tor from Tennessee [Mr. Lea] is detained from the Chamber on
account of official business.

Mr. SHAFROTH. I desire to announce the absence of the
senior Senator from Missouri [Mr. Stoxe] and the junior
Senator from Missouri [Mr. REep] on business of the Senate.

Mr. KERN. I wish to announce the unavoidable absence of
the senior Senator from West Virginia [Mr. Cairton]. He is
detained on account of sickness.

Mr. CATRON. I desire to announce the necessary absence of
my colleague [Mr. FarL], who is detained by serious sickness in
his family.

The VICE PRESIDENT. Fifty-nine Senators have answered
to the roll call. There is a quorum present.

During the delivery of Mr. BurToN's speech,

MESSAGE FROM THE HOUSE,

A message from the House of Representatives, by D, K.
Hempstead, its enrolling clerk, announced that the House had
passed a bill (H. R. 20189) making appropriations for the con-
struction, repair, and preservation of certain public works on
rivers and harbors, and for other purposes, in which it re-
quested the concurrence of the Senate.

RIVER AND HARBOR APPROPRIATIONS,

Mr. FLETCHER. 1 desire to ask the Senator from Ohio a
question. I desire to ask that the river and harbor bill which
has just been received from the House of Representatives be
laid before the Senate and that it be referred to the Committee
on Commerce.

Mr, BURTON, Will that change the status of things here in
regard to my right to the floor?

Mr. FLETCHER. I think not if it is done by unanimous
consent. It is a privileged matter anyway.

Mr. BURTON. I do not wish Senators to feel that I am
exceptionally insistent on this question, but I have not finished
my remarks.

Mr. FLETCHER. I will not raise the question now.

Mr. BURTON, It has seemed to me that there was possibly
a manifestation of some desire to bring my remarks prema-
turely to an end.

Mr. FLETCHER, I withdraw the request.

Mr. BURTON. I want to say to the Senator from Florida
that I am entirely willing to accommodate him in this regard,
although I do not wish to take any chances.

The PRESIDING OFFICER (Mr. WHITE in the chair). The
Chair holds that it will not change the status of the Senator
from Ohio to have the message from the House of Representa-
tives laid before the Senate.

Mr. BURTON. The Chair, I understand, refers to the mes-
sage in regard to the river and harbor bill?

The PRESIDING OFFICER. Yes. The Chair lays before
the Senate a bill received from the House of Representatives,
the title of which will be read.

. R. 20189. An aet making appropriations for the construc-
tion, repair, and preservation of certain public works on rivers
and harbors, and for other purposes, was read twice by its title.

The PRESIDING OFFICER. The bill will be referred to the
Committee on Commerce.

After the conclusion of Mr. Burtox's speech and the calling
of the roll,

PRESIDENTIAL APPROVALS.

A message from the President of the United States, by Mr.
Latta, executive clerk, announced that the President had ap-
proved and signed the following acts and joint resolution:

On January 15, 1915:

S.J. Res. 218. Joint resolution to provide for the detail of an
officer of the Army for duty with the Panama-California Ex-
position, San Diego, Cal

On January 16, 1915:

8. 6039. An act for the coinage of certain gold and silver coing
in commemoration of the Panama-Pacific International Exposi-
tion, and for other purposes.

On January 20, 1915:

8. 5168. An act for the relief of the King Theological Hall,
and authorizing the conveyance of real estate to the Howard
University and other grantees.

PETITIONS AND MEMORIALS.

Mr. SHIVELY presented a memorial of the Chamber of Com-
merce of Kokomo, Ind., remonstrating against all military agita-
tion in the United States, which was referred to the Committee
on Foreign Relations.

Mr. ROBINSON presented petitions of the Board of Trade of
Batesville, Ark., praying that an appropriation be made for the
construction of seven locks and dams on the upper White River,
above Batesville, for the improvement of navigation, which
were referred to the Committee on Commerce.

Mr. POINDEXTER presented a petition of the Whatcom
County Medical Society, of Washington, praying for the enact-
ment of legislation granting a fair and impartial hearing to Dr.
Frederick A. Cook on his polar claims, which was referred to
the Committee on the Library.

He also presented petitions of the Woman's Christian Tem-
perance Union of Endicotf, of Charles E. Meyers and sundry
other citizens of Davenport, and of Miss Alma Scott and sundry
other citizens of Ritzville, all in the State of Washington, pray-
ing for the adoption of an amendment to the Philippine bill to
prohibit the sale of intoxicating drinks and drugs in the Philip-
pine Islands except for medicinal purposes, which were referred
to the Committee on the Philippines.

BILLS INTRODUCED.

Bills were introduced, read the first time, and, by unanimous
consent, the second time, and referred as follows:

By Mr. MARTIN of Virginia:

A Dbill (8. 7333) granting an increase of pension to Sarah
Rebecea (Taylor) Jones; and

A bill (8. 7334) granting an inerease of pension to Sophie M.
Walker; to the Committee on Pensions.

By Mr. JAMES :

A bill (8. 7335) granting an increase of pension to Sarah T.
Wright (with accompanying papers) ; and

A bill (8. 7336) granting a pension to Katherine Walker (with
accompanying papers) ; to the Committee on Pensions.

By Mr. SHIVELY : ;

A bill (8. 7837) granting a pension to Joseph Phillips;

A bill (8. 7338) granting a pension to Minnie Kinder;

A bill (8. 7339) granting an increase of pension to William C.
Fickas; and

A bill (8. 7340) granting an increase of pension to Joln J.
White; to the Committee on Pensions.

By Mr. SHIELDS:

A bill (8. 7341) granting a pension to Sue C. Barton; and

A Dbill (8. 7342) granting an increase of pension to Madison T,
Trent; to the Committee on Pensions.

By Mr. MARTINE of New Jersey:

A bill (8. 7343) granting an increase of pension to John R.
Lindaberry (with accompanying papers) ; to the Committee on
Pensions.

By Mr. NELSON:

A bill (8. 7344) granting a pension to Rose Barnes (with ac-
companying papers) ; to the Committee on Pensions.

By Mr. HUGHES :

A bill (8. 7345) granting an increase of pension to William
Husk;

A bill (8. 7346) graniing an increase of pension to Mary E.
Foster; and

A bill (8. 7347) granting a pem.lon to Elizabeth McCaveny;
to the Committee on Pensions.

By Mr. LIPPITT:

A bill (8. T348) granting an increase of pension to Nelly Cole;
to the Committee on Pensions.

By Mr. SMOOT:

A bill (8. T349) granting an 111mase of peusion to Lewlis A.
Huffaker (with accompaunying papers); to the Committee on
Pensions.




1915.

CONGRESSIONAL RECORD—SENATE.

1943 -

By Mr. OLIVER:
A bill (8. 7350) granting a pension to Lusetta Weary; to the
Committee on Pensions.

AMENDMENTS TO APPROPRIATION BILLS.

Mr. JONES submitted an amendment proposing to increase
the appropriation for the investigation and improvement of
cereals and methods of cereal production, ete., from $139,505 to
$142,005, so that $2,500 of the same shall be used in connection
with the experiment station at Waterville, Wash., intended to
be proposed by him to the Agricultural appropriation bill (H. R.
20415), which was referred to the Committee on Agriculture
and Forestry and ordered to be printed.

He also submitted an amendment proposing to increase the
appropriation for the purchase, propagation, testing, and dis-
tribution of new and rare seed from $119,920 to $122420, so
that $2,500 thereof shall be used at the experiment station,
Waterville, Wash., intended to be proposed by him to the Agri-
eultural appropriation bill (H. R. 20415), which was referred
to the Committee on Agriculture and Forestry and ordered to
be printed.

Mr. SAULSBURY submitted an amendment proposing to ap-
propriate $6,500 for an additional force of five special examiners
in the Pension Office for one year at $1,300 each, etc., intended
to be proposed by him to the legislative, efe., appropriation bill
(H. I&. 19909), which was referred to the Committee on Appro-
priations and ordered to be printed.

THE JUDICIAL CODE.

Mr. WARREN submitted an amendment intended to be pro-
posed by him to the bill (H. R. 15578) to codify, revise, and
amend the laws relating to the judiciary, which was referred
to the Committee on the Judiciary and ordered to be printed.

THE MERCHANT MARINE.

The Senate as in Committee of the Whole resumed the con-
sideration of the bill (8. 6856) to authorize the United States,
acting through a shipping board, to subscribe to the capital
stock of a corporation to be organized under the laws of the
United States or of a State thereof or of the District of Co-
lumbia, to purchase, construet, equip, maintain, and operate
merchant vessels in the foreign trade of the United States, and
for other purposes.

Mr, GALLINGER., Mr. President, what is the guestion be-
fore the Senate?

The VICE PRESIDENT. The Chair was trying to find out.
The question is on the amendment in the nature of a substi-
tute offered on behalf of the Committee on Commerce by the
Senator from Florida [Mr, FLETCHER].

Mr, LODGE. I ask that the amendment be read.

The VICE PRESIDENT. The Secretary will read the amend-
ment.

The SECRETARY.
insert:

That the United States, acting through the shipping board herein-
after created, may subscribe to the ecapital stock of any corporation
now or hereafter organized under the laws of the United States or of
any State thereof or of the Distriet of Columbia which shall have for
its object the purchase, construction, equipment, maintenance, and
operation of merchant vessels to meet the requirements of the foreign
commerce of the United States, or to charter vessels for such purposes,
and to make charters or leases of any vessel or vessels owned by such
corporation to any other corporation, firm, or individual to be used for
such pu es : Provided, That the terms and conditions of such charter
parties shall first be approved b¥1 the shipping board, the initial eapital
stock of which corporation shall not be over $10,000,000, of the par
valne of $100 per share,

Sec. 2. That the United States shall subscribe to 51 per cent of the
initial capital stock of such corporation at par and the remainder
thereof shall be offered for public subscription at not less than par,
and the United States may then further subseribe at par for any amount
of such stock not taken by public subscription, but such corporation
ma{ begin business as soon as 51 per cent of such stock has been sub-
scribed and paid for by the United States. The shipping board, with
the approval of the President, may consent to or may cause an increase
of the capital stock from time to time as the interests of the corpora-
tion may require, but the United States shall subscribe for 51 per cent
of each and every such increase.

Sec. 3. That the United States, through the shipping board and with
the approval of the President, is authorized to purchase or construct
vessels suitable, in the judgment of the shipping board, for the purposes
of such corporation, with a view to transferring them to such corpora-
tion, and for this purpose the Secretary of the Treasury, upon the
request of the shipping board and the approval of the I'resident, may
issue and sell or use for such purchases or construction any of the honds
of the United States now available in the Treasury of the United States
under the act of August 5, 1909, the act of February 4, 1910, and the act
of March 2, 1011, relating to the issue of bonds for the construction of
the Panama Canal, to a total amount not to exceed $30,000,000 for
the E:;:rme of purchasing or constructing such vessels : Provided, That
the bonds issued and sold or used under the provisions of this section
may be made payable at such time after issue as the Secretary of the
Treasury. in his discretlon, may deem advisable and fix, instead of 50
rears after date of issue, as in said act of August 5, 1909, not exceed-
ng 50 years: Provided further, That payments for such purchases or

Strike out all affer the enacting clause and
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construction from groceeds of sales of bonds, or delivery of bonds in
pufment thereof, shall be made only as ordered and directed by the
sh =;11:;113; board.

EC, 4. That the shipping board is authorized to transfer the vessels
purchased or constructed as herein provided to any such corporation in
which the United States has become a stockholder as hereinbefore pro-
vided, and such corporation shall issue to the United States In payment .
thereof its gold bonds bearing interest at not less than 4 per cent per
annum, and upon such further terms and conditions as may be pre-
seribed by the shipping board, such bonds to constitute a first and para-
mount lien upon such vessels thus transferred and u?on all the property
of such corporation: Provided, That the amount of bonds received by
the United States in payment for such vessels shall not be less at the
then par value than the total amount expended by the United States in
the purchase or construction of such vessels, and the same may be sold
by the Secretary of the Treasury, in his discretion and with the ap-
proval of the President, to reimburse the Treasury for expenditures
made in the purchase or construction of vessels. Such corporation shall
make suitable Eruvlslun for sinki fund and for the depreciation
charges under the rules and regulations to be prescribed by such ship-
Emf board; and all vessels acquired under this act, or in which the

nited States shall otherwise interested as owner in whole or in
part, or nupon which the United States shall have or hold anf mortgage,
pledge, lien, or other security, shall, when and while employed solely
as merchant vessels, be In al respecfa subject to the rules, regulations,
and liabilities governing merchant vessels under the principles of inter-
national law, in like manner and to the same extent as merchant vessels
lslia :;rh-'ate ownership when duly registered under the laws of the United.

es,

Sec. 5. That vessels purchased or constructed by Such shipping board
and conveyed to such corporation as herein provided shall ‘ge entitled
to istry under the laws of the United States and shall be deemed
vessels of the United States and entitled to the benefits and privileges
appertaining to such vessels, except such vessels shall euﬁafe only in
trade with foreign countries or with the Philippine Islands, the
Hawaliian Islands, and the lslands of Guam and Tutuila. Such vessels
shall be subject to the navigation laws of the United States except as
herein provided.

SEc, 6. That the Becretary of the Treasury, the Postmaster General,
and the Secretary of Commerce are hereby constituted a board to be
known as the shipping board, with full power, subject to the approval
of the President, to vote the stock of the United States in said cor-
poration, either as a body or by one or more of its members duly au-
thorized by a majority, and to do all things necessary, whether spe-
cifically enumerated or not, to carry cut the purposes of this act and
protect the interests of the United States.

SEc. 7. That, with the approval of the Congress, such shipping board
glay at any time sell the stock of such corporation owned by the United

tates, i

8ec. 8. That the President of the United States is herehgeaﬂthor!m
to charter, lease, or transfer such naval auxiliaries now belonging to
the Naval Establishment of the United States as are suitable for com-
mercial use and which are not required for use in the Navy in time of
peace, and vessels belonging to the War Department suitable for com-
mercial vses and not required for military transports in time of peace
and to direct or cause to be chartered, leased, or transferred vessels
now owned and operated by the Panama Railroad Co., to any corpora-
tion now or hereafter organized as in this act provided upon such terms
and conditions as the shipping board, with the approval of the President
of the United States, shall prescribe. The vessels purchased or con-
structed by the United States through the shlppln% board, with the
approval of the President of the United States, shall be of a type, as
far as the commercial requirements of Lthe foreign trade of the United
States may permit, suitable for use as naval auxillaries in the Naval
Establishment of the United States.

SEC. 9. That the President of the United States, upon giving to any
guch corporation in which the United States shall be a stockholder,
through its president, vice president, secretary, or mapager, notice in
writing for such reasonable length of time as in his judgment the eir-
cumstances require and will permit of his intention so to do, may take
possession, absolutely of temporarily for use as naval auxiliaries, of
any vessel or vessels owned or leased by or otherwise in the possession
of said corporation, and said corporation shall be entitled to a reason-
able priee or rental therefor, to be fixed by the shlpging board with the
approval of the President: Provided, That if in the judgment of the
President an emergency exists requiring such action he may take
possession of any such vessel or vessels without notice,

Sgc. 10, That the shipping board shall make to Congress, at the
beginning of each regular session, a report of expenditures and receipta
under this act and of the operations of any corporation in which the
United States may have become a stockholder hereunnder.

8Ec. 11. That for the purpose of carrying out the provisions of this
act there is hereby appropriated, out of any money in the Treasury of
the United States not otherwise a];i?ropriuted. the sum of $10,000,000,
But the corporation in which the Unlted States shall become a stock-
holder as herein provided shall pay all necessary expenses of the ship-
ping board in this behalf.

Sgc. 12, That the President is hereby authorized and empowered to
designate from time to time such ports of the United States as he may
for the purposes of this section deem advisable at which the several
collectors of the ports so designated shall for such periods of time as
the President may prescribe 1us.;pect all goods, wares, and merchandise
of whatever description offered for shipment from any such port to any
foreign port upon agg vessel directly or indirectly owned in whole or
in part :{ the United States or in which the United States may have
a proprietary interest, when employed solely as a merchant vessel, or
?on any vessel whatsoever when duly registered under the laws of the

nited States. It shall be, and is hereby made, the duty of the col-
lector of the port at each of the ports so designated, and authority is
hereby granted to such collector for that purpose, to make such Inspec-
tion and examination before the =ame shall be loaded and stored
aboard ship of all goods, wares, and merchandise of whatever desecrip-
tion offered for shipment from such port to any foreign port upon any
vessel defined by this section as may be necessary to inform him as
to the exact character and description of the goods, wares, and merchan-
dise so offered for shipment. It shall be unlawful for any personm,
whether as principal or agent, to load and store aboard ship, or attempt
to load and store aboard ship, any goods, wares, or merchandise subject
to inspection under this section before the same have been duly inspected
and examined as herein required; and It shall be unlawful for the
master or other chief officer of any vessel defined in this section to

ve and store aboard ship any goods, wares, or merchandise subject
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t6 inspection under this section before the same have been dul

inspected. and examined as herein required. Any person who shall
knowingly violate the provisions of this section shall be guilty of a
misdemeanor, and upon conviction before any court of competent juris-
dletion shall be sentenced to pay a fine of not more than $5,000, and
shall be committed to ‘fﬁmn until such fine and the costs of the
prosecution shall be pald: and clearance shall not be ted to any
vessel whose owners or chief officers shall knowingly violate the pro-
vigions of this section : Provided, That the Secretary of Commerce may
upon hearing and for satisfactory reasons permit and direet the clear-
ance of any such vessel, stating his reasons therefor in a written opinion
to be filed as a publie doecument in the Department of Commerce.

“ It shall be, and is hereby made, the duty of the collector of the port
from which any such vessel clears to Inspect the manifest or cargo
invoice of each vessel subject to the provisions of this sectlon to ascer-
taln whether the manifest or cargo involee sets forth a troe exhibit of
all goods, wares, and merchandise aboard ship at the time of sailing;
and if the collector of thartgort shall be satisfied that the manifest or
cargo Involee does set fo a troe exhibit of all wares, and
merchandise received abeard ship at the time of salling, he shall in
m? such ecase attach to the manifest or eargo invoice his official
certificate under seal, setting forth that he has inspected and ex-
amined the goods, wares, and merchandise aboard such ship, and that
the manifest or cargo involee sets forth a true exhibit of the same, No
such vessel shall be granted a clearance at any such port until after
the certificate, herein reguired to be issued under his official seal by
the eollector of the port, has been Issued and delivered by him to the
chief' officer or other proper officer of such vessel.

It shall be the dqu of the Commissioner of Navigation, with the
approval of the Secretary of Commerce, to make and promuI?m all
needful and proper rules and regulations for administering the pro-
visions of this sectlon; and for the 533 of earrying out the provl-
slons of this section the sum of § Is hereby %gprotgrta out
of “{n money In the Treasury of the United States not otherwise ap-

prospr ted.
£c, 18, That this act shall take effect from its passage,

Mr. LODGE. Mr. President, may I ask if there is any
amendment pending to the original bill?

The VICE PRESIDENT. To the substitute?

Mr. LODGE. No; not to the substitute, but to the original
bill. Is there any perfecting amendment pendirg?

The VICE PRESIDENT. The Chair has some difficulty in
answering, because he has to rely entirely upon the Secretary.
The Secretary says that all the original amendments were
withdrawn.

Mr. LODGE. I desire to offer as a perfecting amendment
to the part proposed to be stricken out the following amend-
ment.

The VICE PRESIDENT. The Senator from Massachusetts
offers an amendment to the original bill which will be read.

The Secrerary. At the end of the bill, insert the follow-

Mr. FLETCHER. The substitute itself is a proposed amend-
ment to the bill, and it is in order to offer an amendment to
the substitute.

Mr. LODGE. The Senator has had long experience and
knows that it is in order to perfect the original text.

The VICE PRESIDENT. There can be no question about
it. This is to strike out and insert. Of course, it is always
in the power of the Senate to perfect a bill, to move to strike
ont. before a motion fo strike ont and insert is submitted.
There can be no question about the right to present amend-
ments to the text of the original bill. The Secretary will read
the amendment proposed by the Senator from Massachusetts.

The SECRETARY. At the end of the bill it is proposed to in-
sert:

Provided, That no vessels shall De purchased under this act which
are the egrnperty. in whole or In part, of or which are in any manner
controlled or subsidized by any of the natlons now at war, nor shall
any vessels be purchased under this act which are the property of any
of the subjects or citizens of sald belligerent nations.

Mr. WEEKS. Mpr. President, there is no difference of opinion
among those who have given this subject any consideration as to
the desirdbility of our being represented in the over-seas traffic
by ships flying the American flag and manned and officered by
Americans. The question which has disturbed this country for
30 or 40 years has been how to bring about that result. When
we look back a hundred years and find that we were then earry-
ing in American bottoms 90 per cent of our over-seas traffie, that
that had decreased one-half by the period of the Civil War,
and that it has not increased at all since that time, we as a
people, I think, should feel embarrassed and ashamed of the
result of our legislation or of our enterprise.

Naturally we are a seafaring people. In the early days a
large portion of the people of this country were engaged in sea-
faring pursuits. Many of the immigrants who had come to
this country had come from those parts of the world which even
now are active in everything pertaining to seafaring life, and
yet we have not developed, but have constantly, in proportion to
our foreign trade, decreased our merchant marine.

We pay for the transportation of the products of American
soil more than $200.000.000 a year. That is one of the great
items which enter into making up the balance of trade which
stands against this country or which may stand in favor of this

country at the end of the fiscal year. There has never been a
year for a generation during which there would not have been
a large balance of trade in favor of the United States if it
had not been necessary for us to pay to foreign shipowners and
foreign nations this very large amount of money which is re-
quired for the transportation of our products.

There seem' to me, Mr. President, to be three possible ways
of bringing about a rehabilitation of our merchant marine. I
am not going to discuss them in detail, but simply to mention
them. We might repeal everything pertaining to the navigation
laws of this country. That would mean reducing the pay of
seamen, reducing the cost of ships, and lessening every safe-
guard which we have placed about men engaged in seafaring
pursuits. I very much doubt if there is any real sentiment in
this country in favor of adopting such a course. Indeed, there
is a bill now pending in conference which has to do with in-
creasing the safeguards of not only those who are traveling at
sea but increasing the insurance of every quality which sur-
rounds those who follow the sea for a livelihood. If we are
to adopt that bill, or anything like it, it will be little short of
ridiculous for us to consider lowering the standard which
Ee have already set as desirable to surround those who follow

e sea,

T have before me an editorial taken from the Boston Herald,
resulting from a letter written by a correspondent of that
paper, asking what changes would be necessary if we were to
lower the standard of seafaring life. An editorial was written
by one of the best-posted men concerning nautical pursuits,
and I am going to take the time to read it. The letter which
was written to the Herald is as follows:

ONE GREAT QUESTION OF THE HOUR.
131 Stare STrERT, January 12, 1915,
To the EDITOR OF THE HERALD:

I believe it would interest many of your readers if you would take
occasion to Inform us just what the burdens are, im by legislation,
which prevent our having a merchant marine.

This information d be of assistance in forming one's conclu-
gions as to the merits of the President's scheme for Government lines.

E. M, PARKER,

The reply is as follows: :

Until August 24, 1912, no foreign-bullt ship could secure Amerlean
reglstry, though owned by American citizens. It was earnes con-
tended by Mr. Wilson's political associates that the re of ro-
vision and the adoption of a free-ship policy would bring a great Seet
of foreign-built, American-owned vessels beneath the Stars and Stripes.
Up to the outbreak of the European war, on August 1, 1914, it m
not brought one, Then the free-ship policy, through an emergency act
of Augunst 18, 1914, was further broadened by relieving such foreign-
built vessels from the requirement of carrying American officers and
complying with our inspection and measurement laws. war, of
course, supplied a powerful motive for secking the protection of a
neutral flag, and since Auguost 18 last no fewer than 111 foreign-built
::issels,Aol' n;:l sggresgi:g tu:;nua of 396.!2!90.r have applleig :gr arnde!re-

merican re y for the purpose o enﬁ:ﬁmg e foreign
trade. Nearly all of these ships were either British or German, and
nearlge all were owned and controlled by American capital before the
war began.

President Wilson and his colleagues now urge that this result is
a]to%ether inadequate and disappointing; that a great many more
foreign-built vessels must be secured to serve our commerce, and that
as free ships have failed immediate resort must be had to the expedi-
ent of Government purchase, ownership, and operntion. .

It should be borue in mind that the navigation laws of the United
States were revised and liberalized by the act of August 18, 1914,
so far as foreign-built wessels are concerned. They do not have to
ca American officers or crews—they can be manned throughout by
g%nem: they do not have to meet the demands of our rigid in-

on laws, and thelr foreign figures of measurement, on which ton-
nage dues and port charges are
our Government.

I want particularly to call attention in reading this state-
ment—which I think is very accurate and illuminating—to. the
number of things which we have done in the last two or three
years, commencing with the act of August 24, 1912, to relieve
the situation, many of which, it was contended by those who
had made some examination of the question, would be sufficient
to bring about the development and building up of our own mer-
chant marine:

The only legislative disadvantage to which these foreign-bullt vessels
are subjected when they hoist our flag is that they have to provide the
American food scale or its equivalent, but this is not of itself a heavy
exaction, for there has been a marked advance in recent years in the
food-scale requirements of foreign shipping laws.

In other words, under our gresent policy Ameriean merchants can
acquire a foreign-buflt ght? with Its foreign officers and crew complete,
an:suo rate it, so far as laws are concerned, as che:rly as before, ex-
cept for a little more variety and abundance in provisioning. But let
us emphasize the phrase, *so far as laws are concerned "—for it has

ound in practice that the British or German or Scandinavian
officers on these foreign-built ships coming under American stry
have immediately demanded and recelved the higher wages pald to
American officers on ships of American comstructlon. Presumably the
entire crews will do, or are doing, the same, This involves, of course,
a considerable inerease in the cost of ship operatiom. It is, however,
not an increase for which American laws are responsible in any way.
There is no American law, as the Herald sald the other day, that re-
quires that British or German or Seandinavian immigrants coming
into the shops and factories of Massachusetts should recelve the same

based, are accepted without question by
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wages gs American citizens, but as a matter of fact they usually do re-
ceive them.

These increased wages for foreign officers and erews would be de-
manded and paid on %orelgn-bullt ships purchased and owned by the
Government, exactly as they are being demanded and paid on foreign-
built ships owned“hs' American merchants. Such increased wages and
perhaps an increa cost, because of the greater variety and abundance
of food, would undoubteﬂfy make the maintenance of Government-owned
vessels higher than that of similar vessels of foreign flags and forei
ownership. Moreover, some of these forelgn vessels would receive sub-
gidies, bounties, or similar favors from their Governments.

A Government-owned fleet under the American flag will be at pre-
c!sel{ the same disadvantage as compared with cheap-wage, perhaps
subsidized, foreign ships as a like private-owned fleet under the Ameri~
can flag. Indeed, the disadvantage will unquestionably be %:eater for
a Government-owned fleet, because all human experience shows that
the Government can not operate shipping or any business as economi-
cally or efficiently as a tralned private management,

It has been the Republican l]%mn to offset this disadvantage of the
American flag, which is a matter of wages or of wages and foreign
gubsidies combined, by a frank, duly restricted, and accounted-for sub-
sldy or subvention from the National Treasury. The President’s plan
would in effect secure the same subsidy in the guise of an agproprlation
to Emrchase and maintain a Government-owned fleet, which, accordeligg
to the President, when securely established in trade is to be dispo
of, a few years hence, to private shipowners.

Thus a subsidy or its equivalent is involved in either case. We
think that the Republican plan is the better and the cheaper one, It
is substanti:;:}lg what other Governments have dome, and it is mani-
festl{ preferred by responsible men of business, who know whereof they
speak.

Now, I want to put into the Recorp, Mr. President, the rea-
sons which have been assigned many times by those who have
discussed this question why we can not compete with foreign
vessels. The first reason is that we are handicapped in the
higher cost of labor, which is frequenily 50 per cent higher than
in other counfries.

The second handicap is the higher cost of material, which is
from 20 to 25 per cent higher, That, of course, is overcome by
the purchase of foreign-built ships.

The third handicap is the cost of money, which is certainly
from 13 to 2 per cent higher in this country than elsewhece.
If we are going into Government ownership and Government
development, of course the money borrowed by the Government
hereafter is going to cost nearer the commercial rate than has
been the case in the past. The only reason why this Govern-
ment and other Governments have been able to borrow cheaply
was because their debt has been comparatively small; but as
their debt increases, especially as it will in Europe resulting
from the war, it may be depended upon that the European Gov-
ernments will be paying substantially as high rates for money
as are charged the best commercial industries, and if we are
going into railroad construction in Alaska, if we are to under-
take the running of steamship lines, and if we are going into
other pursuits, where we shall have to indulge in large capital
outlay, we will gradually see the rate for money borrowed by
the Government increasing.

The fourth handicap is the higher cost of wages and salaries,
running from 50 to 100 per cent. As I have just pointed oat,
the men who come over in foreign vessels which have been
transferred to American registry, English, Norwegians, Swedes,
and others, demand the same wage when they come under our
flag which is demanded by our own citizens.

Mr. PAGE. Mr. President, may I ask the Senator a question?

Mr. WEEKS. I yield to the Senator for a gquestion.

Mr. PAGE. In the discussion last year with reference to the
comparative cost of labor on foreign vessels and American ves-
sels, I think Capt. Dollar, who is so largely interested in ship-
ping on the Pacific coast, stated that the cost of American em-
ployees as compared with those on the Japanese lincs was more
than three to one in favor of the Japanese lines. Has the Sena-
tor any knowledge in regard to that?

Mr. WEEKS. I think that is substantially a correct state-
ment. Although I have no figures before me, that is my im-
pression.

The fifth handicap is the higher cost of fuel, it being about
25 per cent higher in this country than it averages abroad.

The sixth handicap is the higher cost of repairs—1 per cent
higher per annum.

The seventh handicap is in the fixing of freight rates. When
once an Ameriean freight rate is fixed, an American vessel can
not change the rate under 30 days.

It should not be overlooked that the fixing of ocean rates is
an entirely different matter from the fixing of rates in any other
form of transportation. It is true that oh the well-established
passenger routes between this country and Europe the rates only
vary with the seasons; but in all other cases rates are depend-
ent on the amount of trade or traffic offering at the time. The
tramp steamer comes into an Atlantie port with a cargo from
some place in Europe, It finds a lack of offerings for trans-
portation in any direetion. It hears, possibly, of a demand for
cargo-carrying ships in Rio. In order to get to Rio it will

take anything that happens to be available at a greatly reduced
price, in order to pay the expense of the run to Rio, rather than
to go in ballast. At Rio it may find an overstocked market for
the shipping offered, so that it will be able to pick up a very
high rate. Coming around to the Pacific coast, it may go from
one coast and one port to another, sometimes happening in a
port at a time when there is great pressure for tonnage, and
under such circumstances fixing a very high rate; at other times
happening in a port where there is a great oversupply of ton-
age, under which circnmstances the rate materially falls and
becomes only nominal, to enable the ship to get to a point
where rates may be better or where there may be less tonnage
offered. So that the question of ocean rates can not be con-
sidered from the standpoint which obtains in the case of other
rates.

There is to-day something like forty-six or forty-seven million
tons of shipping on the high seas, of which about 7,000,000 tons
is engaged in our own coastwise trade. It is well to call atten-
tion, I think, to the difference in the way we have treated our
over-seas trade and our coastwise trade and the different results
which have been obtained from that treatment. Ever since the
organization of this Government we have made a monopoly of
coastwise shipping. I know the views which some gentlemen
have of that monopoly, based on a report which I think has not
been carefully analyzed; but, in my judgment, the coastwise
shipping of this country is effectively handled by the cargo
carriers and the lines which are established, and the business
is done at reasonable rates, very nearly always better equalized
than are the rates for over-seas traffic. If anyone thinks that
this trade is not being conducted under reasonable conditions—
in other words, if he thinks it is more profitable than it should
be—all he will have to do will be to go to the several owners of
lines of steamers and he will find that in many cases under
present conditions he can buy the steamers of those lines at
very much less than it would cost to reproduce them, with such
reductions as should be made on account of depreciation during
the life of the steamers,

We have provided in the Panama Canal act that ships owned
by railroads can not pass through the canal; and under the
provisions of that act the Department of Justice has ordered
the New Haven Railroad to sell the steamers which it has
owned for many years, connected with the New England Navi-
gation Co. and the Merchants & Miners' Line, which runs from
Baltimore to the New England coast. Those steamers and
others owned by the New York, New Haven & Hartford Rail-
road, being for sale as a result of this order of the Department
of Justice, can be bought in some cases at one-half what they
cost the railroad. There is no bidder for them. The business
is not profitable under present conditions. The statement of the
Merchants & Miners’ Line, which I have not before me, bears
out the assertion I have just made as to that line, which has
a well-established business which for many years was reason-
ably profitable, but which under the conditions which have
developed in recent years is not now profitable. It owns a con-
siderable number of very excellent ships, and if anybody thinks
there is a mint in the coastwise traffic of this country there is
an opportunity for him to test his belief by buying ships at
very much less than their reproduction value less what should
be charged off for depreciation and running them on a line
which has been in operation for a great many years.

Mr. VARDAMAN. Mr. President——

The PRESIDING OFFICER (Mr. Horris in the chair).
Does the Senator from Massachusetts yield to the Senator from
Mississippi?

Mr. WEEKS. I yield for a question.

Mr. VARDAMAN. 1 should like to ask the Senator whether
those ships are suited for the overseas business?

Mr. WEEKS. Mr. President, generally speaking, I think they
are not. I think none of the ships of the New England Naviga-
tion Co. are suited for over-seas traffic. While the vessels of the
Merchants' & Miners' Line do go outside, and might be possibly,
under seme conditions, available for this service, they are
not, in my judgment, ships well suited for overseas traffic. The
result of our protective system, however, has been the develop-
ment of 7,000,000 tons of coastwise shipping; and the result of
our failure to protect our overseas shipping has been the de-
crease of that shipping from more than 2,000,000—nearly 3,000,-
000 tons 100 years ago—to less than 1,000,000 tons to-day.

Of course, there is something wrong with this system. Thera
must be some way in which we can do our own carrying at sea.
We provided in the act of March, 1891, for a mail subvention;
and I want to call the attention of the Senators on the other
side, who have resolved any number of times in their conven-
tions against subsidies, to the fact that there is a mail subven-
tion law, which is in effect a subsidy, now in operation, and




'%

CONGRESSIONAL RECORD—SENATE. JANUARY 20,

1946

if it were not in operation there would not be a single American
ship on established lines engaged in overseas traffic on the
Pacific Ocean, with the Caribbean ports on the northerly side
of South America or from the Atlantic coast to Europe. I
believe every American ship engaged in that trade on any estab-
lished line is a beneficiary of the mail subvention act of 1891,

AMr. POMERENE. Mr. President—

The PRESIDING OFFICER. Does the Sentor from Massa-
chusetts yield to the Senator from Ohio?

Mr. WEEKS. 1 yield for a question.

Mr. POMERENE. A moment ago the Senator pointed out the
disadvantages at which we were placed growing out of the dif-
ference in the cost of construction, of material, of wages, of
interest charges on money, and so forth. I take it that in the
judgment of the Senator those objections would apply to Ameri-
can shipping whether it was engaged in by the Government or
by private enterprise?

Mr. WEEKS. Undoubtedly, except as fo the rate of interest
on money which it would cost the Government to undertake the
business, The Government, of course, could borrow its money
cheaper,

Mr. POMERENE. The Government could do that at a less
rate, so that the advantage would be with the Government, as
far as that is concerned?

Mr. WEEKS. The advantage would be with the Government.

Mr, POMERENE. Is it the Senator's opinion, then, that be-
cause of this handicap which American shipping must endure
we should leave that field entirely to European capital?

Mr, WEEKS. Not at all. I shall point out during my re-
marks what I would do, though it is not my purpose to discuss
the guestion of subsidies or matters relating to anything else
than the present bill; but while the Government would have a
benefit, as compared with the private owner, in the rate of
money, it would have a serious handicap from almost any other
standpoint, as I think I can show before I finish.

Mr. OLIVER. Mr. President—

The PRESIDING OFFICER. Does the Senator from Massa-
chusetts yield to the Senator from Pennsylvania?

Mr. WEEKS. I do, for a question.

Mr. OLIVER. T will ask the Senator this question: Conced-
ing that the Government would have the advantage of being
able to obtain money at a lower rate of interest for the purpose
of running ships, would they not have the same advantage if
they wanted to go into the manufacture of shoes or into the
wholesale grocery business or any other business which hereto-
fore has been left to the domain of private enterprise?

Mr. WEEKRS. The Senator is quite right about the inference
which may be drawn from his guestion, The Government will
always have an advantage until the time comes, as I have sug-
gested, when the Government indebtedness becomes so large
in proportion to the indebtedness of the private borrower that
the interest rates which money will cost either the private bor-
rower or the Government will become very nearly equal.

As I have said, we may either remove these handicaps placed
against us by our navigation laws, most of which have been
removed, and the balance of which I doubt if there is any senti-
ment in favor of removing—I certainly am not in favor of it—
or we may take one of two other courses. One alternative is
to provide a mail subvention, as has been done in the act of
March, 1891, to which I have referred. Such a measure has
very nearly passed Congress two or three times. Once such a
bill passed the Senate and came within two or three votes of
passing the House of Representatives. In my judgment, if that
bill had passed, it would have provided for a large number of
ships coming under the provisions of the act, so that quite likely
there would not be the demand which exists to-day to do some-
thing for our merchant marine under the emergency conditions
which exist. Senators on the other side of the aisle must take
very largely the responsibility for the condition which exists to-
day. While it is true that they have not been in power, yet they
have unitedly and unanimously, as far as I know, voted against
every attempt to do anything for our shipping during all these
years, when it has been perfectly apparent that it was losing,
comparatively, year affer year. As the Senator from Utah [Mr.
Saoor] suggests, they filibustered against legislation of that
kind. I think I recall at least one instance since I have been in
Congress when a filibuster was carried on for that reason.

The other method to pursue is some such course as is sug-
gested in the pending legislation, which I think is unwise. I
think it will be ineffective. I think it will start us on a policy
which will mean more harm to this country than almost any-
thing that we can do. It is a dangerous policy, in the first
place. We are likely to develop conditions which will embarrass
our relations with foreign countries. True, we do not know
exactly what the results are going to be from any purchase

which we may make. I think I once submitted to the Senate
an instance that happened during the Civil War days which has
a direct bearing on the possibilities which may come from this
bill. An American ship was trading in the Indian Ocean region.
The Alabama, commanded by Commodore Semmes, appeared in
that vieinity. It was, of course, dangerous for the American
ship to be flying the American flag, so she was transferred to
British registry. As far as her papers were concerned, it was
a bona fide transfer. Her name was changed from the Teras
Star to a local name. She was loaded with a British cargo and
sailed from the British port of Penang for the British port of
Shanghai. On the way she fell in with the Alabama. A board-
ing officer was sent to the ship. He came back, reporting that
the ship’s papers were regular in every respect; that as far as
her papers indicated she was a British ship, but there was every
other indication that the ship was an American ship; that she
had the lines of an American ship and the officers and men looked
like Americans. Commodore Semmes sent a boat to the ship,
took off the officers and the erew, and sank the ship without any
more ado. Here was a ship in the British service, as far as
her papers indicated, flying the British flag, sailing from one
British port to another, and carrying a British cargo, yet she
was snnk on the theory, I assume, that there was something
about her transfer which was open to suspicion, The English
Government never made a protest against that act.

What are we likely to come against under these conditions?
Suppose we do buy a ship that is now under a belligerent flag,
and a belligerent man-of-war follows Semmes's example, the re-
sults would be most serious. I do not know where the ships
are that can be purchased to-day which do not belong to a bel-
ligerent, I am perfectly frank to say that there are some ships
lying in ports of belligerents which might be purchased under
the present circumstances, simply because the conditions as to
manning those ships have changed on account of the war. For
instance, theré are some English ships in the ports of Great
Britain which are not in use. The reason they are not in use
is because they have not the men and the officers to man them.
The volunteering for this war by British subjects for service at

| sea has been very much more general than for service on shore.

I do not know why that is; but the fact remains that in one
instance, for example, that one of the English railroads, which
has a marine department, 60 per cent of the men in the marine
department have volunteered for service in the British Navy,
while less than 25 per cent in the other departments of the rail-
road have volunteered for service in the army.

The result is that there are not enough seafaring men left in
Great Britain to man the ships which are in actual operation.
I am told that the Atlantic liners are not completely manned,
and in some cases that they have not more than two-thirds of a
crew, because it is impossible to get the men to man them.
That has resulted in the inability of the owners of many English
ships to keep them in commission ; and, undoubtedly, those ships
are for sale; but exactly the same condition would obtain re-
lating to them which obtains in the case of German ships which
are interned in our own ports.

I should like to ask some one in charge of this bill—the ques-
tion has been asked by the Senator from Ohio [Mr. Burrox]
several times in my presence—where the ships are that we are
going to buy. It must be that some one has some ships in view
which it is the intention to purchase if this bill passes, and I
wish some one on the other side who is connected with the
passage of this bill would tell the Senate and the country what
are the ships and to what nation they belong that are to be
purchased in case we adopt this legislation. It would make a
vital difference in my vote whether we are to purchase the
ships belonging to a belligerent or whether we are to purchase
ships belonging fo a neutral nation. I wish some one would
answer that question,

Mr. SMITH of Georgia. Mr. President, the Senator from
Florida [Mr. Frercuer], in charge of the bill, is not here at
present. He has information on the subject.

Mr. WEEKS. I simply yield for a guestion. I do not yield
the floor.

The PRESIDING OFFICER. The Senator does not ask to
have the question answered now.

Mr. WHEHEKS. T hope during the debate some one on the other
side who is responsible for this legislation will take oceasion to
tell the Senate and the country what ships are in contemplation
for purchase under the provisions of this act.

Mr. VARDAMAN. Mr. President

Mr. WEEKS. T yield to the Senator from Mississippi.

Mr. VARDAMAN, I hope the Senator will keep the guestion
open, to be answered at any time during the debate on this
measure.
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Mr. WEEKS, I do not wish to be taken from my feet, Mr.
President.

The PRESIDING OFFICER.
setts has the floor.

Mr. WEEKS. Now, I want to devote a little time to the ques-
tion of subsidies, because we fail frequently in not taking advan-
tage of the experience of other people. We even fail in our own
personal affairs in not taking advantage of the experience of
those about us. I recur once more to the question of subsidy to
skow how generally, not to say universally, the merchant ma-
xines of other nations have been built up as the result of the
subsidy policies which they have adopted.

Mr. CUMMINS. Mr. President—

.The PRESIDING OFFICER. Does the Senator from Massa-
chusetts yield to the Senator from Iowa?

Mr. WEEKS. 1 yield for a question.

Mr. CUMMINS. My question is this: The Senator from Mas-
sachusetts recited a few minutes ago a series of handicaps under
which our ships labor. Suppose that we had our proportion of
the world’s ships—that is to say, the same proportion of ships
that we have of the world’s business—how much annually would
be required to be given to our ships in order to overcome the
handicaps which were mentioned by the Senator from Massa-
chusetis?

Mr. WEEKS. Mr. President, I can not answer that question
in definite terms. The appropriation which is provided in this
bill would furnish an amount of shipping which would be
almost negligible compared to the total shipping engaged in
the commerce of the world. As I have suggested, there are some
47,000,000 tons, The lowest price at which any kind of a
reasonably well-built steel or iron ship could be purchased or
built would be at least $50 a ton. It is therefore easy enough
to figure out how much tonnage could be obtained for $30,-
000,000, if we were to spend the entire amount which this
bill provides shall be invested in shipping. But there are
many other things which must be taken into consideration, and
which will cost more or less money if we are going to establish
ship lines.

-One of the most important is providing the lines of steamers
with wharf privileges. I do not know, there may Dbe wharves
in: New York, in the down-town business district, which are
available for lease under present conditions, but the last time
I made any inquiry about it there was no wharf on the East
or the North. Rivers which counld be engaged near the wholesale
district of New York.

One of the benefits which the New Haven Railroad has had
in its handling of the traffic between New England and New
York is in being able to transfer its freight from rail to steam-
ers and landing the goods down town in New York instead of
landing them at the freight yards north of the Harlem River.
The profits which the railroad has made in this class of trans-
portation would probably have been more than exhausted in
the cost of transferring them from the ITarlem River freight
yards to the down-town district where they were destined.

This question of wharves is so important that I have heard
shipping men say that they believed certain transportation
lines might be made valuable and profitable if the lines owned,
or conftrolled by long lease, their wharves at both ends, and that
they would not think of investing their money in such a line
unless the company did own or control its wharves at both
terminals,

The Senator from Massachu-

I am now going to refer briefly to what other nations have

done in the way of paying subsidies:

For the year 1910 Austria and Hungary paid in subsidies
for the use of the Suez Canal alone $472.500, and until the year
1907 those countries had paid for East African service an addi-
tional bounty varying in amount, but which did not in any
one year exceed $300,000.

In 1911 France spent $6,670.000 for bounties for construction
and navigation purposes alone and $5,533,000 for mail subven-
tion alone, a total of more than $12,000,000. Of the mail sub-
vention payment $2,220,000 was paid to lines using the Suez
Canal, the purpose being to put them on all fours with English
lines not having to pay the eanal tolls.

Germany paid, in the year 1912, $1,750,000 to the German East
Afriean lines and the North German Lloyd for postal service
through the Suez Canal. In addition, the German East African
lines received an indirect bounty of largely reduced rates fur-
nished by the German railroad companies on goods exported
from inland States of Germany to East Africa.

I onght to say that the whole system of the development of
the German railroads and German transportation lines has been
bused’ on making rates favorable to their steamship lines. More
than two-thirds of all the rates on the Prussian railroads, for
example, ten-elevenths of which are owned and operated by the

Government, are special rates made for the purpose of develop-
ing some loeality or some business or some other trade than that
of the railroad itself. If a coal mine, for instance, is developed:
in east Prussia, and there is a necessity for that coal in central
Germany, the rate is made very materially lower than it wonld
be from some other peint in order to develop the mine. If, for
example, there is d possibility of that being—

Mr. POMERENE. All of which means in order to show"
favoritism to that one particular locality as against some other
locality in the country.

Mr. WEEKS. That is the result. That is the system.

Mr. POMERENE. The Senator would not contend for one
minute that the public here in the United States would ever
indorse a method of that kind.

Mr. WEEKS. Oh, no; I do not think it would. I do not
think we could do it under the political conditions of this
country. I think it would be hopeless.

Mr. POMERENE. It is to be hoped so.

Mr. WEEKS. It would be a hopeless thing to undertake.
Yet that is the basis of the German system, and I am pointing it
out to show that while the direct subsidies made to German
steamship lines have not been as great as in some other coun-
tries, they have received benefits indirectly from the Govern-
ment operation of railroads which would be very much greater
than the direct subsidy which is paid by other countries.

Mr. STONE. Will' the Senator from DMassachusetts yield:
for a motion to proceed to the consideration of executive busi-
ness, retaining the floor? !

Mr. WEEKS. With the understanding that I retain the
floor. I presume the Senator means to-morrow morning after
the recess. With that understanding I will yield.

Mr. STONE. As the Senator yields for that purpose, with
the right and without prejudice to resnme:the floor to-morrow
morning——

Mr. SMOOT. He would have it anyhow.

Mr. STONE. I think he would have it anyhow.

Mr. SMOOT. After either an adjournment or a recess,

Mr. STONE. It would be the same' thing if it was an ad-
journment or a reeess. ;

Mr. WEEKS. 1[I yield under the circumstances.

Mr. SHEPPARD. I wish to ask unanimous consent to intro-
duce some amendments to the river and harbor bill.

The PRESIDING OFFICER (Mr. Horuis in the chair).
there objection?

Mr. OLIVER. Mr. President——

The PRESIDING OFFICER. The Senator from Texas asks
unanimous consent to offer amendments and have them printed.
Is there objection?

Mr; OLIVER. T object.

Mr. CLARK of Wyoming: I object.

The PRESIDING OFFICER. Objection is made, and the
amendments can not be received.

Mr. KERN. Mr. President——

Mr. OLIVER. If the Senator from Indiana will allow me, T
will state that I base my objection upon the idea that such
business ought to be transacted in'the morning hour.

Mr. KERN, I move that the Senate take a recess at not later
than T o'cloek until 11 o'clock. to-morrow.

The PRESIDING OFFICER. The Senator from Indiana
moves that at not later than 7 o'clock the Senate shall take a
recess unfil 11 o'clock to-morrow.

Mr. GALLINGER. I move to amend by making it 6.30. It
would accommodate certain Senators who have made engage-
ments.

Mr. KERN. The only purpose is to transact some business in
executive session.

Mr. GALLINGER. And the recess will be taken when we
get through?

Mr. KERN. Yes; after half an hour or so.

Mr. BRISTOW. The nomination of Mr, Hall ean not be dis-
posed of within that short time, and if it is the purpose to take
that up, of course it would be useless to stay lere until T
o'clock. If the purpose is to transact ordinary business, I do
not object.

The PRESIDING OFFICER. Without objection, the Senate
will, not later than 7 o'clock, take a recess until to-morrow
morning at 11 ¢'clock. The Chair hears no objection, and it is
80 ordered.

Is

PAX-AMERICAN CORVENTION.

Mr. STONE. Before moving to go into executive session I
desire to report a resolution from the Committee on Foreign

Relations.
From the Committee on: Foreign Relations I submit a report
{(No. 920), accompanied by a joint resolution authorizing the
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President of the United States to extend invitations to Central
and South American Governments to be represented at a con-
ference looking to the improvement of the financial relations
between the United States and these nations, I ask that the
report be received, and that for further consideration the joint
resolution and the report be referred to the Committee on Ap-
propriations.

The joint resolution (8. J. Res. 228) authorizing the President
of the United States to extend invitations to Central and South
American Governments to be represented at a conference 100k-
ing to the improvement of the financial relations between the
TUnited States and these nations was read twice by its title.

The PRESIDING OFFICER. The Senator from Missouri
asks that the joint resolution and the report be referred to the
Committee on Appropriations. That order will be made, with-
out objection.

Mr. OLIVER. I object.

The PRESIDING OFFICER. Objection is made.

Mr, STONE subsequently asked that the joint resoiution lie
on the table, and it was agreed to.

ORDER OF BUSINESS.

My. SHIVELY. I ask unanimous consent to submit a report
from the Committee on Pensions.

The PRESIDING OFFICER. The Senator from Indiana asks
unanimous consent to submit a report from the Committee on
Pensions.

Mr. OLIVER, Is it a pension bill?

- Mr. SHIVELY. Yes

Mr. OLIVER. I do not feel that I can object to a report upon
such a bill.

Mr. SMOOT. I am a member of the Committee on Pensions,
and as long as objection has been made to the reception of other
business I object to this report being received.

The PRESIDING OFFICER. Objection is made.

EXECUTIVE SESSION.

Mr. STONE. Mr. President, as we are having a filibuster
against pensions and everything else, I move that the Senate
proceed to the consideration of executive business.

The motion was agreed to, and the Senate proceeded to the
consideration of executive business. After 10 minutes spent in
execntive session the doors were reopened, and the Senate (at
6 o'clock and 25 minutes p. m., Wednesday, January 20, 1915)
took a recess until to-morrow, Thursday, January 21, 1915, at
11 o'clock a. m.

NOMINATIONS.

Ezreccutive nominations received by the Senate January 20 (legis-
lative day of January 15), 1915,
COMMISSIONER FOR THE DISTRICT OF COLUMBIA.

Louis Brownlow, of the District of Columbia, to be a Com-
missioner for the District of Columbia for a term of three years,
vice Frederick L. Siddons, resigned.

UNITED STATES ATTORNEY.

Edwin 8. Wertz, of Wooster, Ohio, to be United States attor-
ney for the northern district of Ohio, vice Ulysses G. Denman,
resigned, effective March 1, 1915.

PrOMOTIONS IN THE REVENUE-CUTTER SERVICE.

Second Lieut. Frank Lynn Austin to be first lieutenant in the
Revenue-Cutter Service of the United States, to rank as such
from September 13, 1914, in place of First Lieut. Leonard Taylor
Cutter, retired.

Third Lieut. Wilmer Hake Eberly to be second lientenant in
the Revenue-Cutter Service of the United States, to rank as
such from September 13, 1914, in place of Second Lieut. Frank
Lynn Austin, promoted.

Third Lieut. Russell Lord Lucas to be second lieutenant in
the Revenue-Cutter Service of the United States, fo rank as
such from September 19, 1914, in place of Second Lieut. Howard
Eugene Rideout, promoted.

Second Lient. Howard Eugene Rideout to be first lieutenant
in the Revenue-Cutter Service of the United States, to rank as
such from September 19, 1914, in place of First Lieut. William

Edwin At Lee, deceased.

CONFIRMATIONS.
Executive nominations confirmed by the Senate January 20
(legislative day of January 15), 1915.
REGISTER oF THE LAND OFFICE,
Dallas C. Weyand to be register of the land office at Glen-
wood Springs, Colo,

REAPPOINTMENT IN THE ARMY.
JUDGE ADVOCATE GENERAL'S DEPARTMENT,
Brig. Gen. Enoch H. Crowder to be Judge Advocate General
with the rank of brigadier general.
APPOINTMENT IN THE ARMY.
OHAPLAIN,
Rev. Adolf Jolin Schliesser to be chaplain with the rank of

first lientenant.
POSTMASTERS,

ILLINOIS,
Harold M. Oakford, Walnut.
KANSAS,
W. L. D. Hagan, Newton.
John A. Lindahl, Enterprise,
KENTUCKY.
William P. Kirtley, Horse Cave,
MICHIGAN,
John D. Burgess, West Branch.
William Grant Howard, Marion.
NEW JERSEY,
Robert L. De Camp, Westfield.
OHIO.
Frederick M. Bushnell, Mansfield.
Mrs. Mary K. Long, Medina.
James E, Sullivan, Lima.
PENNSYLVANIA,

David V. Hays, Burgetistown.

HOUSE OF REPRESENTATIVES.
WebNEespAY, January 20, 1915.

The House met at 12 o'clock noon.

The Chaplain, Rev. Henry N. Couden, D. D., offered the fol-
lowing prayer:

Our Father in heaven, as the shadows lengthen and we feel
the touch of time, we are altogether reassured that Thy provi-
dence has shaped and guided our lives and brought us in
thought and deed closer to Thee in the broader, truer faith, in
the brighter, clearer hope, in the stronger ties of love for Thee
and our fellow men. Continue thus, we pray Thee, to lead us
“Pill we all come in the unity of the faith, and of the knowl-
edge of the Son of God unto a perfect man, unto the measure
of the stature of the fullness of Christ,” and all praise be
Thine forever. Amen. ’

The Journal of the proceedings of yesterday was read and
approved.

HOUR OF MEETING TO-MORROW.

Mr. JNDERWOOD, Mr. Speaker, at the request of the
chairman of the Committee on Military Affairs, in order to
expedite the passage of the Army appropriation bill, which is in
his charge, I ask unanimous consent that when the House ad-
journs to-day it adjourn to meet at 11 o'clock to-morrow morn-

ing.

The SPEAKER. The gentleman from Alabama asks unani-
mous consent that when the House adjourns to-day it adjourn
to meet at 11 o'clock to-morrow morning. Is there objection?
[After a pause.] The Chair hears none, and it is so ordered.

8. W. LANGHORNE AND H. 8. HOWELL.

AMr. EVANS. Mr. Speaker, I ask unanimous consent for the
present consideration of the resolution which I send to the desk

to be read by the Clerk.

The SPEAKER. The Clerk will report it.

The Clerk read as follows:

House resolution T06.

Resolved, That the Senate be requested to furnish the House of Rep-
resentatives a duplicate copy of the bill (8, 2334) for the relief of
8. W. Langhorne and the legal representatives of H. 8. Howell, the
same having been lost or destroyed since its reference to the Committee
on Claims of the House,

The SPEAKER. The question is on agreeing to the resolu-

tion.

The resolution was agreed to.

Mr. STAFFORD. Mr. Speaker, does that provide for a
duplicate engrossed copy?

The SPEAKER. If it does not, it ought to. Without objec-
tion, the word *engrossed ” will be inserted in the resolution
before the word *‘ copy.”

There was no objection.
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